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TELEPHONE: 425-3090 S.J. HAMPTON 


Honourable Len F. Werry 

Minister of Telephones & Utilities 
Province of Alberta 
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His Worship 

Mayor Ivor G. Dent 
Cintysor Edmonton 
Edmonton, Alberta 


Gentlemen: 


The Telephone Mediation Committee has the honour 


to submit herewith its report and recommendations. 


Edmonton, Alberta 
December 1, 1971 


Digitized by the Internet Archive 
In 2024 with funding from 
Legislative Assembly of Alberta - Alberta Legislature Library 


httos://archive.org/details/ableg_33398001440469 
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AUTHORIZATION AND TERMS OF REFERENCE _ \) 


The Telephone Mediation Committee, hereinafter referred to as the Com- 
mittee, was formed in August, 1971, under authority of the Government of 
the Province of Alberta and the City of Edmonton. Terms of Reference are shown 
in Appendix A, attached hereto, the operative portion being Clauses 3 and 4 as 
follows: 


CLAUSE 3 The Mediation Committee shall meet from time to time at the call 
of the Chairman to consider and make recommendations to reconcile differences 
with respect to the following: 


(a) The criteria and the manner of determining between et and AGT 
settlements of: 
1. Boundaries designating areas of service, 
2. impasses in contractual matters, and 


3. all financial matters incidental to the operations of the two systems. 


CLAUSE 4 The Mediation Committee shall by its invitation hear and consider 
representations with respect to relevant matters by or on behalf of parties 
affected and shall report its findings and mediation recommendations to the 
Minister of Telephones and to the Mayor of the City of Edmonton on or before 
the 1st of December, 1971. 
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SUMMARY OF RECOMMENDATIONS (vi 


(Note: Recommendations in detail are shown in Section V.) 


1. The two Principals—i.e. the Provincial Government of Alberta and the City 
of Edmonton—should solve the edmonton telephones-Alberta Government Tele- 
phones problem permanently by amalgamating the two agencies in a province- 
wide system to serve all Albertans. 


Amalgamation should be by AGT purchase of et, the price to be agreed upon 
by both parties, and to provide the City of Edmonton reasonable assurance of 
retaining present and potential profits. 


2. Failing agreement to adopt Recommendation 1, a Joint Corporation should be 
formed, subject to agreement by both parties as to financial arrangements with 
the City of Edmonton and AGT as partners, to provide all local telecommunication 
services within Edmonton municipal boundaries as they may exist from time to 
time. (For additional minority recommendation see Page viii.) 


3. Until such time as action is taken on Recommendation 1 or 2, local telecommun- 
ication services into the Mill Woods and Castle Downs (B.A.C.M.) areas should 
be provided by edmonton telephones. All other areas should continue to be 
served as per the 1963 Agreement during this interim period. 


4. * A Joint Planning Committee should be established, with authority to 
institute, direct, assess and approve joint AGT-et plans for the whole metropolitan 
Edmonton area, as regards engineering and economic matters, and innovation of 
new services. 


5. * If two telecommunications agencies are to continue in operation, the specific 
authority and area of operation of each should be delineated by statute. This 
would require revision of the Alberta Government Telephones Act, the Municipal 
Telephone Act, and the Municipal Government Act; or alternatively it could be 
done by separate legislation. 


6. * Effective January 1, 1972, AGT should make payments month by month 
to et of an amount representing three percent (3%) of toll charges billed to et 
subscribers. This is in full settlement of proration of toll revenue, contribution 
to the rural telephone program, and of payments now made by AGT to et for toll 
connecting services, toll coin box commissions, direct distance dialing and 
automatic number identification services (ANI). Since factors involved in this 
settlement may change over the years, it is suggested that the percentage be 
reviewed at least every five years. 


7. * AGT and et should reinstitute negotiations leading to a simple and equitable 
formula for settlement of inter-company charges emanating from Extended 
Area Service (EAS). 


8. * AGT and et should form a Joint Marketing Committee to assign responsibili- 
ties for marketing various types of service, to establish to the extent possible one 
point of contact with the industry for each major customer, to examine feasibil- 
ity of standardizing rates for special services as between AGT and et, and gener- 
ally to facilitate good marketing and good service to major customers in the 
Edmonton area. 


9. The present practice of a single telephone directory and centralized directory 


tw) ZNO AGHIMMODIA AO VARA 
LY noitee2 ai awode 918 listsb ai 
4 


yi orf) bow shadlA to InaminisvoD inionivord ath .9.}—zlagionin? swi orf 
-aleT imemnmvedD shadlA-zsnarlgalst Pte ay nluode-nonvomt 
-eanivord & ni 29iorege ow) ort gnitamegisms yd ylnenemag _maldorg, | 

. ensnadlA lie avise od mele 9 
noqu bess 9d of 99iq 91 39 lo seer TOA yd ad biuode pcre Ye 7 
jo sores sldsnozsor nolnomb3 to yiiD sft sbiverq of brs .2oiNeq | yd 


2tilong Isitnatog bas tngesiq gainisten 


ad bluore noitsioqioD Iniol 6 .f noiisbriammerea Igobs of inemesige gnilied < ; 

diiw 2memaegneris Isiznenil af 26 esitjeq dtod yd Ingmopige oF iafdue borneol 

nodesinumnmozale! [sol tis shivorg of 219nhsq 26 TOA bre nomnontb’ lo ysid ont 

oy amil mont tix vern vor 2 2shabpuod leqisinum noinomba nidtiw essivise 
(iliv 9969 992 neitebnemmoss yhonim lenoitibbs 107) omit 


a 
“wy — - aa | 


-nurnnosls! Iss0l & 10 f coitsbaammosoA no ngs} 2 noitos es smi dove Win £ 
bluore e016 (M.0.A8) eawoG 4oltze) bra 2booW IM ort aint esoiviee noitesi 
ad of ounitnoa blued2 sow 19dio A .2zonorqgsiet notinombs yd bsbivong od 

boiea mivain zift gniwub inemesigé E8@F st 18q 26 bevise 


a) wWhedius diiw .bareildstes ad bluode settininoD gninasl? mist A © 

riélilogorttem Slorlw oni iol enslg 19-TOA inioj svoiggs bre 2ese8 ob sutra” 

10 nolisvonnl bas 916m simonors brs gnitssnigns ebisgel 46 6576 notnorby ‘ 
zenivise Won 


vitinege ori .noilmaQo Hi sUNIMOD Of 916 esioneRE enoitsinumimoODslel Ow Ur Z 

zit? giuteiz yd boteonileb ad bluode dose to noitsisqo fo sais bos ythorwes i 

IsqivinuM oni 2A zanorgelsT tnemmevod stredlA ort io noieiver stupa bluow iD 

od bluoo 1 vievitemretls 10 7A tnsramaveD leqisinuM act bas 3A snodqeleT 
.noilelzigel sisveqee yd snob 


finom yd dinom ztnomysq odsm bluorz TOA ver .. yweunsl svitosta * 3 

1» of ballid zoysarclo Hot lo (4) tmaoieq sort gnitneesiqe: tnvoms ns to 19 OF 

noitudivines sunevs: ior lo noitsiorq to Inemeinoe ul oi ef aT .2vedinmedue ’ 

ilo? rot te oF TOA yd sbem won einamyed to bas ,meigorq snorqslo) Iew orit. of 

bns ynilsib soneib mevb enoieimmo> xod ios Ilo! .apiviee gnitmenned 

zit} oni beviovat moms! soni2@ MA) essiviee ndiisziliinebi wedmiwn  itsmotus 

od sg6!neo1sq ofl} irl! beiveggue 2i ti .2isey od? .avo synsdo yom tnemelitse A 
2169y 9vil y19v9 Jesel is bowsiver a 


aidsiiups be siqmiz 6 of gnibssl znoilsitogen stutitanioy bluede 19 bas TOA * X 
bebnsixd mov gnitensme zoey ynsqmoo-19ini lo tnemeltte2 yo! slum ‘ 
(2A3) adiviee 691A 


eet npizes of eee. anitodi6M iniol 6 mo) bluode t9 bas TOA * 8 
eno sidieog twaixe ori oF rkildsie9 01 92ivIse to eaqyt eyoisy gnisadyem vot esit- 
‘lidizns| animexs of emorteuo rojsm 969 10) yweu 1 dilw 16ND to iniog 


“roneg brie js bne TOA noewied 26 e9nivie: | a to 


oft mi eso wisn of sive, booy bas gi pase DO oF yils 


_- 


alam 


(vil) 
services for Edmonton and its environs should be continued. *Financial settle- 


ment covering these matters should be reviewed annually by an AGT-et inter- 
company committee. 


10. * et and AGT should jointly establish annual charge rates for the various 
items of plant for each other’s use, as a basis for rental rates on all such 
inter-company facilities. 


11. * An appropriate Board, suggested name Edmonton Regional Telecommuni- 
cations board, should be established by statute, with regulatory authority over 
et (or the Joint Corporation under Recommendation 2), with respect to rates, 
quality and availability of service, depreciation and accounting practices and 
financial reporting. The Board should also have power to finalize decisions 
between et (the Joint Corporation under Recommendation 2) and AGT, as to 
joint planning, marketing, extended area service, and all other inter-company 
contractual, financial, or service matters affecting et (or the Joint Corporation 
under Recommendation 2) and AGT. 


*In the event Recommendation 1 is adopted, these recommendations will not 
apply. If, however, Recommendation 2 is adopted, or any variant thereof 
involving continuation of two telecommunications agencies in Alberta, these 
recommendations would be fully applicable. The Joint Corporation proposed 
under Recommendation 2 would take over all et responsibilities specified in 
these recommendations. 
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ADDITIONAL MINORITY RECOMMENDATION _ V\iii) 


RECOMMENDATION 


Failing agreement between the Province and the City to come to a mutually 
satisfactory agreement to adopt either Recommendation 1 (purchase of ‘et’ by 
A.G.T.), or Recommendation 2 (joint corporation), plan 3 should be adopted 
which is that ‘e t’ should be allowed to operate coincident with the City 


boundaries as they may exist from time to time. 


This recommendation would resolve almost all the problems in the same manner 
as Recommendation 2. Final disputes on all contractual and financial matters 
incidental to the operations of the two systems would be referred to the new 


Edmonton Regional Telecommunications Board. 


This recommendation is in fact the same as Recommendation 2 (joint corpora- 
tion), except that A.G.T. would not have representation on the Management 
Board of ‘e t’ and would not participate in the yearly dividends. It would, 


however, receive a fair price for its facilities in the areas to be turned over to ‘e t’. 
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SECTION Il 


ACTIONS OF THE COMMITTEE 


1. In accordance with the Terms of Reference, the Committee held hearings in 
Edmonton as follows:— 


August 23 - 26 inclusive 
October 12 - 13 inclusive Principal Parties AGT and et 
October 25 and 27 


2. Presentations were made by edmonton telephones, hereinafter referred to as et, 
and by Alberta Government Telephones, hereinafter referred to as AGT, con- 
cerning all matters referred to in the Terms of Reference. The written briefs are 
listed in Appendix B, and Exhibits 1 to 25 inclusive form part of the proceedings 
of the Committee. (AGT briefs are numbered Exhibit 1A etc. and those of et 
2E, etc.) 


3. Review and oral discussion of the briefs, which in all cases was held with 
both et and AGT parties present, is contained in the transcript of these proceed- 
ings, included as Exhibit 26, Volumes 1 to 22 inclusive. 


4. Provincial Acts relevant to the matters under review are brought into the 
record as Exhibit 25A. 


5. Finally, a map shown in Appendix C, completes the record of hearings with 
the principal parties. 


6. The matters with which the Committee is charged were considered to be of 
concern to the citizens of Alberta at large as well as to the principals et and 
AGT. Accordingly, by letter to various industrial and public bodies, and by 
advertisement in Alberta newspapers, the Committee invited submissions from 
interested parties. 


7. Several letters were received in response to these invitations, and these are 
listed in Appendix D and included in Exhibit 26. However, no briefs as such were 
submitted, and the Committee had no requests from the public to be heard. 


8. The Committee has weighed carefully the submissions of the principal parties 
et and AGT, and also the views expressed by various industrial and public 
bodies and the public at large. In addition, it has conducted research of its 
own into these matters in order to ensure that all facets of the situation, 
whether technical, operational, financial or what might be called “‘attitudonal’’ 
are fully examined. 


9. In the remainder of this report, the Committee respectfully presents to the 
Minister of Telephones and to the Mayor of the City of Edmonton, its analyses, 
findings, and recommendations concerning the matters specified in the Terms 
of Reference. 
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HISTORY 


10. Controversy over telephone service in the Edmonton area is not new. Back 
in 1904 the fledgling Edmonton District Telephone Company was discussing toll 
connecting arrangements with the Bell Telephone Company which at that time 
served parts of Alberta. The City of Edmonton purchased the Edmonton District 
Telephone Company in 1904. In 1912-15 the City and Alberta Government Tele- 
phones, which had been formed in 1906 were arguing out the areas of operation 
for the two systems. In these earlier days, however, the chief concern was toll 
connection to the rest of the province. Edmonton was small, and there was 
substantial rural territory separating it from other towns. Thus the overlap of 
local service areas was not a problem. This state of affairs really prevailed until 
after World War II. 


11. With the postwar oil, gas, and petro-chemical industrial boom, Edmonton 
started to grow rapidly, and it continues to grow at a pace faster than most 
Canadian cities. Thus, through the 1950’s, steady growth of the City, both 
intensively and extensively, combined with increased attraction of nearby towns 
for commuting purposes to draw the serving areas of CTS (later named edmonton 
telephones) and AGT closer and closer together. In the 1960-62 era, annexation 
by the City of certain areas served by AGT brought the problem of overlapping 
jurisdiction sharply to the fore. Recognizing that telephone service is a natural 
monopoly in any one area—i.e. that two companies serving the same area makes 
for neither economic sense nor satisfactory service to the public—the two systems 
agreed on a boundary around the City, inside which et would serve and outside 
which AGT would serve. This is referred to as the 1963 Agreement (signed June 
21, 1963). The Boundary agreed upon at that time is shown on a map in Appendix 
CG 


12. From 1963 to 1968 the two systems lived with this boundary arrangement 
on a generally amicable basis. 


13. During the 1950’s and 1960’s the question of toll revenue compensation was 
raised between the two systems a number of times. Arrangements whereby AGT 
pays for all toll facilities back to, but not including, the local switch, were 
worked out, but et was not too happy with this pattern. However, formal agree- 
ments were established, and these now, in effect, cover AGT compensation for 
toll trunks, Automatic Number Identification equipment, repeaters, etc. 


14. In 1968 the City of Edmonton annexed Jasper Place and purchased the 
Calgary Power facilities there. Calgary Power served Jasper Place until the 
expiration of its franchise, which terminated December 31, 1968. The question of 
the cities’ right to acquire power distribution systems in other than franchised 
areas at time of annexation, along with proposed terms of a new Power 
Commission Act, were submitted to an Advisory Committee on the Regulation 
of the Electric Power Industry in Alberta, known as the Burton Commission. 
The findings of that Commission, issued in May 1970, were generally favourable 
to the views of the cities that they should have exclusive rights to power 
distribution within their municipal boundaries. 


15. The Provincial Government covered the matter in two Bills in April 1971: 
Bill 61 ‘The Energy Resources Conservation Act,” and Bill 76 “The Hydro and 
Electric Energy Act.’ The Hydro and Electric Energy Act gives the City (and 
local authority) the right to distribute power inside the local authority’s limits 
as they existed on June 1st, 1971, except for areas covered by agreement with 
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the owner of another electric distribution system. 


16. Beyond that date, if and as the City annexes land in the future, Edmonton 
Power would have to apply to the Energy Resources Conservation Board in 
each case for the right to take over the power system. 


17. The City of Edmonton approached the question of telephone service in 
Jasper Place, and in other areas annexed or proposed for annexation, on the 
same basis. It pointed out that under the Municipal Government Act and the 
Municipal Telephone Act, the City has the right to provide all utilities including 
telephone systems within its corporate limits as they exist from time to time. 


18. It intended to implement that right fully, and therefore proposed to take 
over AGT facilities in annexed areas, and to plan for the future of those areas 
within an expanded et system. On May 11, 1970, the City passed Bylaw 3600, 
covering the Terms of Reference of et and stating as Clause 3 (1): 


“edmonton telephones shall extend its system to all areas within the 
corporate limits of the City of Edmonton as it now exists or hereafter 
shall exist.” 


19. AGT refused to agree to this approach, pointing out that it had right to 
provide telephone service throughout Alberta (the Alberta Government Tele- 
phones Act) and that it had a valid agreement as to boundaries with the City 
(the 1963 Agreement) to which both parties had been adhering. 


20. Through 1970, and particularly from mid-year on, the positions of both 
parties became more and more rigid. Finally, early in 1971, a test case was 
submitted to a judge of the Supreme Court of Alberta who found the 1963 
Agreement to be ultra vires. Although signed for the City by the Mayor and 
the City Clerk, the document had not been formally passed by City Council, 
and in any case was beyond the powers of the City. 


21. AGT continued to take the position that both parties had made the Agree- 
ment in good faith, had acted since 1963 in accordance with it, and AGT pro- 
posed to continue to operate within the boundaries established by the document. 


22. Numerous meetings were held both at the operational and political level, 
but positions did not change. The result of this disagreement has been the 
deterioration of relationships in the many inter-system activities that are so 
essential if the people of Edmonton and of all Alberta are to continue to be 
given excellent telephone service. 


POSITION OF THE PARTIES 
CITY OF EDMONTON 


23. The City of Edmonton, under the Municipal Government Act and the Munici- 
pal Telephone Act, has the right to provide public utilities within its municipal 
boundaries. It now exercises that right fully for water and power, and for 
telephones, except for certain areas within the municipal boundary which con- 
tinue to be served by AGT under an arrangement arrived at in 1963. Since that 
agreement has been declared ultra vires, the City does not consider itself 
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bound by it, although pending mediation it has agreed to temporarily confine 
its Operations within the 1963 boundary. 


24. However, the City’s intention is to exercise its right to give telephone 
service to all areas within its municipal boundaries as they may exist from time 
to time. It will thus serve all citizens equally. In turn, all Edmonton telephone 
subscribers will through their telephone rates contribute to et profits, and conse- 
quently to general city revenues, and to the maintaining of lower property tax 
rates. 


25. The City also considers that as a major population centre of the province, 
its telephone subscribers generate a substantial amount of long distance (toll) 
revenue which accrues to AGT and in part to the Trans-Canada Telephone 
System. The City considers that it is entitled to a portion of this revenue. 


ALBERTA GOVERNMENT TELEPHONES 


26. Alberta Government Telephones, under its act of incorporation, has the 
right to provide telephone service anywhere in Alberta. As a Crown Corporation 
this right also implies the obligation to provide good service, not only to 
built up areas, but to developing towns, to the wide-spread farm areas of 
the Province, and to the northern frontiers of oil and mining development. 


27. AGT has provided service in the area surrounding Edmonton all through 
its development period. During the rapid growth of recent years it has planned 
and provided modern telephone facilities outside the boundary established by 
the 1963 Agreement. It considers that agreement valid, having been established 
and adhered to by both parties in good faith. As more intensive development 
takes place, these areas peripheral to Edmonton tend to become more profitable 
to AGT. After years of expensive development, AGT feels that it is entitled 
to continue serving these areas and not, in effect, to have them taken over 
by et when the City decides to annex them. 


28. On the toll revenue question, AGT considers that it is fully compensating 
et for facilities used specifically for toll purposes. Furthermore, it argues that 
Edmonton contributes nothing to the non-profitable operations in rural and 
northern parts of the province, as do the other cities, but retains the profits 
accruing from local Edmonton service to reduce city taxes. Under these circum- 
stances, AGT considers that Edmonton is not entitled to further toll revenue. 


SEQUENCE IN TREATMENT OF TERMS OF REFERENCE 


29. In dealing with the overall problem, the Committee discussed contractual 
and financial matters first, for these go together, then certain general questions, 
and finally the boundary problem. The boundary question was really the key to 
the whole situation. Both contractual and financial relationships are affected 
by this dispute. For the sake of clarity of presentation, however, it seemed wise 
to examine contractual, financial and general matters first, in as much detail 
as necessary; then to examine the boundary situation and its possible solution, 
bringing in contractual and other matters as they may be affected by alternative 
plans. 
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SECTION Ill 
CONTRACTUAL AND FINANCIAL MATTERS 


30. There are some 12 formal agreements between AGT and et, covering a 
variety of operational and financial matters. These are listed in Appendix E. 
There are also, of course, many other informal arrangements in effect, covered 
by an exchange of letters or simply by oral agreement between the parties. 
Five of the formal agreements deal with compensation for toll facilities, and with 
coin box commissions, all of which are involved in the question of toll revenue 
compensation, as will be dealt with later. There is no real impasse in the 
working of these five particular agreements; they continue in operation pending 
settlement of the larger question of toll revenues. 


31. As indicated earlier, the key item on which the parties reached an impasse 
over the past year is that of inter-system boundaries, as established by the 1963 
Agreement. The Committee found that the rigid position assumed by both parties 
on this question has coloured relationships in many other spheres. In fact the 
impasses reached in other contractual matters can clearly be traced to the differ- 
ence in attitude of each side of the boundary question, even though the case 
in point had little or nothing to do with boundaries. 


32. In this climate, the Committee heard and discussed depositions from both 
parties on basic contractual and other matters. With the consent of both sides, 
the Committee was able to revive negotiations in certain fundamental areas, with 
the hope that a proper settlement of those particular matters can be made. 


33. Five contractua! or relationship areas were scrutinized in addition to the 
key items of boundaries and toll revenue settlement and certain other general 
questions:— 


A. Overlap in Legislation 
Joint Planning 
Extended Area Service 


. Directory and Information Service 


mao ee 


Marketing 


OVERLAP IN LEGISLATION 


34. The Committee received a written brief (Exhibit 25A) from Mr. H. D. 
Williamson, General Counsel for AGT, and an oral brief from Mr. H. F. Wilson, 
Assistant Solicitor of the City of Edmonton. 


35. There is clearly an overlap in the powers of the parties. The Municipal 
Telephone Act states in Clause 3 that the municipality has power “to operate 
a system of telephones and telephone lines within its corporate limits.” The 
Alberta Government Telephones Act states in Clause 5 that AGT has the power 
to provide telephone service in any part of Alberta. “The Commission may pur- 
chase, construct, extend, maintain, operate, and lease to and from other persons 
a system or systems in the Province, including private communication systems.” 


36. Discussion brought out that while these Acts can be and have been quoted 
to bolster the arguments of both parties, the overlap in jurisdiction indicated 
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therein is not really the crux of the matter. Two telephone systems cannot, 
from the standpoint of economics or service to the public, operate competitively 
in the same identical area. Telephone service is a natural monopoly in any one 
area. It is therefore essential, if two systems are to operate in adjacent areas, 
to establish a clear boundary between them. This boundary may be breached 
temporarily by mutual agreement, from time to time, in recognition of short 
term service or economic factors, but it should be adhered to, or re-established 
as necessary, on a long term basis by consent of both parties. 


37. In passing, the Committee noted that two other telephone companies 
have the charter right to provide service in Alberta and therefore in Edmonton. 
Both Bell Canada and the British Columbia Telephone Company Ltd. are federally 
incorporated, and have the charter right to provide service anywhere in Canada. 
In practice, of course, Bell does not operate in the province, and British 
Columbia Telephones only in Bay Tree (six subscribers) where by mutual consent 
of AGT and BCT this arrangement makes economic sense. 


38. The charter powers of the parties per se, therefore, are not the key to the 
situation. Rather the problem is to establish and adhere on a long term basis to 
an inter-company boundary arrangement. Each party refers back to its charter 
powers to back up its claim to serve particular areas. This rigidity in boundary 
claims is based essentially on the desire to maximize immediate profits in the 
areas concerned. Quality of service, convenience of the customers, and soundness 
of long term plans are really of greater importance from the standpoint of the 
public. While, as indicated, the overlap of charter powers is not the controlling 
factor, the Committee considers that it would be advantageous to change the 
Municipal Telephone Act, the Municipal Government Act and the Alberta Govern- 
ment Telephones Act so that the powers of the two parties would be seen not 
to overlap. 


JOINT PLANNING 


39 . While not committed to paper in a formal contract, joint planning of commun- 
ication facilities in the broad metropolitan area of Edmonton is vitally important 
to the quality and cost of service to the public, and bears directly on contractual 
relationships between et and AGT. 


40. For facilities planning purposes, Metropolitan Edmonton can be considered as 
including the City proper as now constituted, plus peripheral and further out 
towns and municipal districts within convenient commuting distance, and having 
strong community of interest with the core city and with each other. The pattern 
for most large and medium size cities in North America is substantial develop- 
ment within a 30 to 35 mile radius of the city centre. A circle with 30 mile radius 
around Edmonton extends past St. Albert to Legal in the North, close to Redwater 
in the Northeast, past Elk Island Park in the East, past Leduc to Millet in the 
South and past Stony Plain to Beach Corner in the West. 


41. This area includes wide variation in urban development, from the concen- 
trated centre of Edmonton, through active suburban residential! districts like 
Jasper Place, Sherwood Park and Mill Woods, to areas which at present are 
purely rural. However, good roads, the steady increase in motor vehicles, and the 
relative desirability of residence in city or suburb from the standpoints of cost 
and environment, will tend to develop the whole region into one with strong 
community of interest focused on Edmonton. 
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42. This regional community of interest pays no attention to municipal bound- 
aries or to who provides the telephone service. However, it does now and will 
increasingly in the future demand optimum availability, variety, and quality 
of telecommunication services at minimum cost to the subscriber. 


43. The planning of a telecommunication network—in this case the distribution 
network throughout the region—is an intricate and precise task. It is intricate, 
since every house or place of business, every subscriber, must be served with a 
pair of wires of the right gauge—perhaps in future a coaxial cable—a telephone 
or other instrument which will permit fast, high quality two-way communication 
between any two subscribers—within the region, across the nation or around 
the world. It must be precise, for cable and conduit installed on a particular 
street is fully committed to use in that immediate vicinity and cannot be used 
elsewhere. Switching centres (exchanges) have somewhat more flexibility, but 
they too must be precisely located if the optimum balance between cable and 
switching costs is to be realized. Overall there is the constant need for accurate 
forecasting of growth, as to type, quantity and direction, also awareness of the 
rapid advances in technology and their effect on kinds of facilities used. 


44. If the desired result of maximum service and minimum cost is to be 
realized, this whole region of close to 3,000 square miles has to be planned 
as an integrated whole. Ownership of facilities may be by one, two or even 
more agencies, though the difficulties in planning go up sharply as the number 
of agencies increases. With two companies, a service boundary is required to 
assign responsibility, but to ensure that there is not over-expenditure in either 
company, there must be a unified metropolitan planning body of some sort. The 
planning and installation of facilities must be fully integrated as if for one 
agency. 


45. If ownership of facilities were vested in one agency—whether AGT or et— 
then planning and implementation would be under one direction as a matter of 
normal organization. However, with both companies operating in the region, 
and to the extent that this continues in the future, it is absolutely essential 
that planning for this region be done on a joint basis. 


46. Both et and AGT have recognized this problem over the years. In 1961 
a Joint Committee of Chief Engineers was set up. Their work led to the 
establishment in 1963 of an “ownership” boundary between the two systems. 
Then each planned and carried out expansion of facilities behind its own 
boundary, with co-ordination of interconnecting cables and some co-ordination 
of trunking patterns and extended area service. This was a tenable arrangement, 
though it did not produce as efficient a layout as overall integrated planning 
would do. However, by 1968 urban development was up to and across some of the 
boundaries, and it became clear that more precise co-ordination was needed. 
Accordingly, a Joint Planning Committee, with engineering and other represen- 
tatives from both et and AGT, was charged with preparing a complete long 
range plan for the Edmonton Metropolitan Area. 


47. The history of this effort is a sad one. Although formed very late in the game, 
the intention was sound, and some effective work was done initially. However, the 
obsession of both parties with inter-system boundaries, fed by political pressure 
and publicity, was allowed to impose itself on the intricate task of technical 
planning. Parts of plans for particular areas were withdrawn by one, then the 
other party, for further detailed work as their own private prerogative and 
responsibility. Finally, the whole idea of a joint committee was abandoned. 
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48. The situation worsened through 1970-71, from the standpoint of attitudes 
of both parties, as has been outlined previously. In the planning field, each 
party was making sure that it could fully provide for the area within its 
responsibility, whether established or claimed. It is clear to the Committee 
that this has resulted in unnecessarily expensive layout and in provision of 
excess facilities by both parties over what would be dictated by joint planning 
on a sound engineering basis. In fact, a submission by AGT makes the statement: 
—“Unfortunately, substantial unnecessary and wasteful expenditures of money 
and employee resources have been necessitated and it behooves both companies 
to rectify the working climate as soon as possible.” 


49. After review of the situation and discussion with both parties, the Committee 
directed that joint planning be reinstated for areas of immediate concern—specifi- 
cally Mill Woods and Castle Downs. The Committee can report that effective 
joint planning is now going forward for these areas, to the mutual benefit 
of et and AGT as to timing and expenditure for facilities. 


50. However, much more needs to be done. It is the considered opinion of 
the Committee that if the two agencies are to continue to operate in this region, 
a Joint Planning Committee should be established, with qualified representatives 
of stature from et and AGT, and with authority to plan and receive approval for 
such planning on an integrated basis for the region. It is essential that such a 
Committee have the confidence of both the AGT Commission and the Edmonton 
City Council so that its recommendations for implementation of plans, which 
of course would involve expenditure of funds, would be given full and hopefully 
favourable consideration by both these bodies, as being the best on-going plans 
for the Edmonton Metropolitan Area with regard to both service and cost. This 
proposal is included specifically in the Committee’s recommendations. 


EXTENDED AREA SERVICE 


51. The pattern of telephone service in Canada, established partly by policy 
of the telephone companies and partly by public demand, is wider and wider 
flat rate calling areas. With minor exceptions, Canadian companies have not 
favoured measured local service, in marked contrast to European and to a degree 
American companies. Canadian telephone subscribers indicate a strong desire 
to continue this freedom of calling, and over the last twenty years have pushed 
for extending flat rate calling around the cities and towns to the first, second, 
and in some cases the third fringe of suburban municipalities. 


52. Edmonton is no exception to this pattern. With the city’s growth, the 
increasing road network, and the development of attractive suburban communi- 
ties within easy commuting distance, the demand for flat rate service with 
Edmonton and between suburbs has grown. Inter-company Extended Area 
Service (E.A.S.) is now in effect between the following points in the Edmonton 
Metropolitan Area: 


AGT EXCHANGES WITH E.A.S. SERVICE 
TO ET EXCHANGES 


Namao 
Ardrossan 
Sherwood Park 
Ellerslie 
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International Airport 

West Jasper Place 

Jasper Place 

Spruce Grove 

St. Albert 
53. The establishing of E.A.S. involves critical economic problems, and must 
be carefully assessed for each case by the telephone company concerned. The 
elimination of toll charges is only partly compensated for by less complex 
operating procedures. Moreover, experience indicates that with these charges 
eliminated, the telephone traffic between suburb and city increases four to five 
times, involving substantial cost for cable and switching equipment. The resul- 
tant decrease in net revenue is partly made up by the higher rates to suburban 
subscribers, but in most cases there will still be a net revenue requirement 
to be spread over the total telephone network. 


54. In the Edmonton situation, it will be obvious that very close cooperation 
between et and AGT is essential in planning and implementing these services. 
This goes to our comments earlier on joint planning. It also, and importantly, 
involves continuous negotiation between the companies on_ inter-company 
charges and local telephone rates. 


55. Local arrangements were made for trunking and switching between Edmon- 
ton city offices and various suburbs from 1951 on, and were the subject of 
negotiation as regards level of charges as well as technical arrangements. An 
Extended Area Service Agreement was signed September 24, 1962, with effect 
from January 1, 1961. Under the terms of this agreement, 


1. Each party is responsible at its own cost for switching, transmission 
and terminating equipment for inter-exchange trunks required in_ its 
exchanges. 


2. For circuits eight (8) airline miles or less in length, each party bears 
half the cost. 


3. For circuits longer than eight (8) airline miles, the larger exchange 
bears the cost of four (4) airline miles and the smaller exchange the 
rest. 


4. Inter-exchange circuits to be provided to meet not more than 1% busy 
season busy hour blocking. 


5. Transmission effective loss to average 4 db, maximum 6 db with distri- 
bution grade of 1 db. 


6. Differences in provisioning to be on basis of charge of 6 1/2 cents 
per pair kilofoot per month. 


7. AGT having smaller exchange total telephones pays et a switching 
charge of 35¢ per line per month while AGT telephones are between 
11 and 20%, reducing to nil charge when they are 41% or more of 


total area. 


56. From its inception through to 1968, this Agreement was operative, with a 
few changes negotiated between the companies as to trunking arrangements and 
cost. Commencing in January, 1969, however, there was disagreement as to pay- 
ment of trunk costs to new offices at Jasper Place, Spruce Grove, and _ later 
Ardrossan. In October, 1969, et proposed substantial revisions to the basis of 
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the Agreement, which would result in increased charges to AGT. Negotiations 
took place over the next year but were ineffective, and finally in August, 


1970, et served notice of cancellation of the Agreement effective October 31, 
1970. 


57. In September, 1970, et proposed a new Agreement, with terms to which 
AGT objected. However, the boundary dispute was then approaching a climax, 
and the two companies concluded that useful negotiations on an E.A.S. Agree- 
ment could not be resumed until the boundary dispute was settled. 


58. The Committee reviewed the history of these negotiations in some detail, 
and felt that further progress might be made. However, examination by et and 
AGT senior officers led to the conclusion that the E.A.S. settlement must indeed 
await the clearing of the boundary problem and be included as part of an overall 
settlement between et and AGT. 


59. It is reasonable to assume that this failure to negotiate satisfactory financial 
arrangements for E.A.S. is having now and will increasingly have a harmful 
effect on the adequate provision of facilities for E.A.S. service to the people 
of the Edmonton Metropolitan Area. Hence it is important for this, among other 
reasons, to clarify the boundary situation as early as possible. 


DIRECTORY AND INFORMATION SERVICES 


60. Directory and Information services are handled for Edmonton and its environs 
on a centralized basis, including areas served by AGT. In addition to the City 
itself Edmonton rural, Ellerslie, Jasper Place, Namao, St. Albert and Sherwood 
Park are included in the Edmonton directory. Ancillary services such as Directory 
Assistance (intercept, toll information, local information) and some trouble 
reporting are also handled for the area by et. The present arrangements were 
formalized by an agreement signed March 17, 1963, to integrate all of the white 
page directory sections, making a common directory of both white and yellow 


pages. 


61. The customer is the important factor here, and both et and AGT agree 
that the integrated directory with associated facilities is providing good service. 
Accuracy is high, and energetic marketing is producing very substantial revenues 
from yellow page advertising for et. 


62. AGT has several concerns in the financial area. It feels that charges by 
et for including AGT subscribers in the directory, plus associated services per- 
formed for AGT subscribers, are rising rapidly, while at the same time et is 
deriving constantly increasing revenues from AGT subscriber advertising in 
Edmonton yellow pages. et, on its part, argues that AGT benefits from increased 
sales et has made from Edmonton subscribers into AGT directories in other 


areas. 


63. On the whole, the Committee felt that there is nothing too serious in the 
Directory and Information situation. Things seem to be working well in general 
and relationships appear good. Different viewpoints on charges and credits 
should be capable of settlement readily by direct inter-company discussion. 
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MARKETING 


64. It was abundantly clear from presentations made to the Committee and 
in discussions with both et and AGT that marketing problems have been in the 
forefront of the controversy between the companies. 


65. Rapid technological advances and changes in requirements of major custom- 
ers have created a wide open field for special services of all sorts—T.W.X., 
data transmission, etc. AGT and the Trans-Canada Telephone System are com- 
peting with CP/CN Telecommunications for such business on a provincial and 
national basis. et, from being interested almost exclusively in standard local 
services—“‘plain old telephone service”—has over the last four years undertaken 
active marketing of special services. It has done this, however, on a_ highly 
selective basis—i.e. for items it sees as highly profitable for which it would 
like an exclusive field in Edmonton, leaving other special services for AGT. 


66. AGT of course objected to this arrangement and favoured either wide open 
competition in Edmonton between et, AGT and CP/CN Telecommunications for 
all special services, or alternatively an et-AGT agreement identifying specific 
services for which each would be responsible. AGT feels that it cannot withdraw 
from Edmonton on these services, since it has to ensure proper terminating 
equipment and services in Edmonton on networks for provincial and national! 
customers. 


67. The situation is further complicated by inter-company charges and_ tariff 
rates. et makes a practice in this as in most other fields, of charging AGT 
tariff rates for all services provided to AGT. The general practice in the indus- 
try is to make such inter-company charges on the basis of costs, including 
the cost of money, as part of joint provision of facilities to the customer, 
the revenue from which is then included in inter-company revenue proration. 


68. Another complication is introduced by the fact that while rates for most 
ordinary telephone services in Edmonton are identical with AGT rates for Cal- 
gary, a whole list of broader and special services—including telephone answer- 
ing equipment, key telephones, call directors, etc.—have different, and frequent- 
ly higher rates than those for the same services in AGT territory. It is difficult 
to explain to a customer having offices in both Edmonton and Calgary why the 
rates are different in the two cities. It is still more difficult to explain the 
differences to major national customers requiring connection into Edmonton. 


69. The results of these difficulties and differences are three-fold:— 


(1) The major customer is not served as adequately or efficiently as he 
should be by the telephone companies. 


Continuous debate as to who will provide a particular service, coupled 
with poor coordination of plans between et and AGT, results in delays, 
inadequate provision of facilities, and poor service to the customer. 


(2) CP/CN tend to get a higher proportion of the business than if et 
and AGT had a united approach. 


The delays, confusion, and inconsistencies inherent in the present 
marketing approach of et and AGT simply mean that the telephone 
industry is not adequately competitive. In comparison, CP/CN appear 
to have a well coordinated system approach. 
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(3) Neither et nor AGT is selling or making profits on as much of this 
special service business as it could. 


Obviously when two telephone systems are involved in providing 
exchange services to the same customer, there are substantial cost 


penalties within both telephone companies, with corresponding re- 
duction in profits. 


70. It should be pointed out that the argument between et and AGT regarding 
the specific geographic boundary between the companies has little or nothing 
to do with the marketing situation. The problem is due to two agencies 
marketing services in the same general area. It will persist regardless of the 
precise boundary drawn between the companies. It will also be extremely dif- 
ficult to avoid service problems with major customers who find themselves 


having to deal with two organizations in Alberta to secure province or nation- 
wide service. 


71. Discussion of the problem with the Committee helped to clarify the situation, 
and both parties agreed that the essential points to settle were:— 


(a) Who (et or AGT) is going to provide the various special services? 


(b) What is the best way of dealing with the customer to ensure satisfac- 
tion to him, and a proper share of the market to the telephone compan- 
ies? 


72. The Committee requested the parties to consider these questions and report 
back. 


73. Accordingly, senior officers of et and AGT together with their marketing 
people reviewed the situation again. They then reappeared before the Committee 
and made the following joint recommendations:— 


1. To resolve the current problems, a Joint Marketing Committee should 
be set up composed of the two Marketing groups to: 


(a) Lay out the specific services that ‘edmonton telephones’ will offer 
in Edmonton and the services which ‘edmonton telephones’ agrees 
to AGT offering in Edmonton. 


The fact must be recognized that ‘edmonton telephones’ has the 
protection rights to the telephone service offerings within its 
boundaries, so that it is very clear that ‘edmonton telephones’ 
can reconsider its position on any of these offerings at a future 
point in time. 


(b) Develop the necessary procedures to resolve the day to day 
operational problems. 


2. The “toll revenue settlement” question has such a significant bearing 
on the ‘edmonton telephones’ marketing philosophy for the future, 
that it must be resolved first. Then, ‘edmonton telephones’ could 
review these service offerings that fall within its boundaries, and come 
to a longer term agreement on who will offer which service and for 
what period of time.” 
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74. The Committee agreed basically with these recommendations. In the interests 
of inter-company relationships, efficiency, and, most important, service to the 
customer, it was therefore agreed between the parties that: 


(a) the proposed Joint Marketing Committee would be set up immediately, 


(b) 


with a senior officer from each company attending the first one or two 
meetings to establish clear terms of reference. 


the Joint Marketing Committee will specifically designate the services 
that et will offer in Edmonton as of now, and those that AGT will offer. 


the Joint Marketing Committee will endeavour to establish for each 
major Edmonton customer a single consultant, whether from et or 
AGT as a first point of contact for all services. This man, having 
identified the requirement and knowing the allocated fields for et and 
AGT would call in the proper party to do the work. 


at such time as the toll revenue proration question is settled, the 
Joint Marketing Committee will review the allocation of service fields 
between et and AGT. 
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SECTION Ill 


GENERAL MATTERS 


Comparison of Exchange Rates 

Cross Subsidization 

Toll Revenue Proration 

Contribution to Rural Program 

Net Settlement 

Accounting System Investment and Depreciation Adjustments 


Technological Developments 


. Regulation 
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GENERAL MATTERS 
GENERAL MATTERS 


75. Let us now look at some more general questions which affect contractual 
and financial arrangements, the overall relationships between et and AGT and 
the future prospects of telecommunications in all of Alberta. These are dis- 
cussed under the following headings:— 


Comparison of Exchange Rates 

Cross Subsidization 

Toll Revenue Proration 

Contribution to Rural Program 

Net Settlement 

Accounting System—Investment and Depreciation Adjustments 
Technological Developments 

M. Regulation 


ee eee 


COMPARISON OF EXCHANGE RATES 


76. et does not come under a formal regulatory board with respect to rates. The 
rates charged Edmonton subscribers, therefore, are those proposed by et and 
approved by the Edmonton City Council. In general, rates for normal business and 
residence services have been set at the same level as those for Calgary, a city 
comparable in size, and for whose rates AGT must have Public Utilities Board 
approval. 


77. However, for many of the ancillary or special services, et and AGT rates 
differ, in some cases in a minor amount, in others substantially. A complete 
comparison of basic exchange is given in Exhibit 1A. In terms of numbers, some 
41 items carry higher rates in Edmonton than in Calgary, while 31 items have 
higher rates in Calgary than in Edmonton. 


78. Some of these differences may be due to the apparent viewpoint of the City 
of Edmonton that specific services should stand each on its own feet as to cost 
and profit, rather than the more general telephone industry approach of average 
costs and value of service. However, the differences must cause considerable 
confusion for major customers having service in both et and AGT areas. There 
is, in the opinion of the Committee, a real question mark as to whether the 
total amount of money involved is sufficient to warrant these differences, or 
whether it would not be wise to make all rates for Calgary and Edmonton 
identical. This bears on the question of regulation which is discussed elsewhere. 


CROSS SUBSIDIZATION 


79. Two of the chief points of disagreement between et and AGT are toll revenue 
proration and contribution to the rural program. 


80. Rates for services offered by telephone companies in Canada and the 
United States have for many years been based on a number of broad guiding 
principles which can be considered as constituting a rate making philosophy. 


81. The company or operating agency concerned is entitled to sufficient revenue 
in total to give high quality efficient service in terms of both operating and 
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maintenance, to pay proper salaries and wages, and to provide earnings compar- 
able with those in other industries of equivalent risk and sufficient to attract 
the capital needed to meet future expansion of the business. 


82. Within this framework of overall profitability, rates for specific services are, 
in the main, based on the relative value of service to the user. The objective is 
that the whole package of rates comprising all service offerings will optimize 
the use and usefulness of the total system and hence its profitability. The tele- 
phone system is an integrated whole. Each service or subscriber derives benefit 
from the availability of all other services and subscribers throughout the network. 


83. To quote “Instant World” the report of the recent Telecommission:— 


“All regulatory bodies in Canada have, hitherto, followed a_ utility- 
pricing concept based on a determination of rate schedules applicable to 
services within the operating territory of a company, which are considered 
in total with the object of providing enough revenue to meet the overall 
needs of the company. . . . Inordinate disparities are averaged out; a 
‘value of service’ concept is applied to arrive at rate ditterentials, although 
the costs associated with particular services, where known, are not 
completely overlooked.” 


84. To produce optimum development of the system, and thus provide maximum 
benefit to all customers, cross subsidization is required from inherently less 
costly—i.e. more profitable—services and areas to the more costly services and 
areas. Over the years, technological development has benefited toll facilities 
to a considerably greater extent than local plant in terms of economy of 
scale. Also the concentration of subscribers in built-up cities, together with 
higher local rates due to greater availability of service, produces greater pro- 
fitability than in remote rural areas, where much greater distances must be 
traversed with expensive plant to serve a sparse population. 


85. Hence in a well balanced system there is inherent cross subsidization be- 
tween toll and local service; between local service in large cities and that in 
small towns and rural areas. Toll services obviously need local subscribers to 
originate the traffic, just as obviously large cities need access to rural areas 
for both business and social reasons. The network would not be complete other- 
wise. 


86. In the view of the Committee, the Province of Alberta should be regarded as 
a complete entity when assessing the need for cross subsidization. It follows that 
et should derive benefit from the toll revenues resulting from business of 
Edmonton subscribers. By the same token, AGT is entitled to a contribution from 
Edmonton towards the program initiated by AGT and concurred in by the Pro- 
vincial Government to serve the widespread rural areas of Alberta. 


TOLL REVENUE PRORATION 


87. In accordance with the philosophy enunciated above, it is virtually universal 
practice in North America where toll service involves two or more companies, to 
prorate revenue between the parties using a recognized and equitable formula. 
The formula varies with the circumstances, from a simple commission schedule 
based on average revenue per message in the case of small connecting compan- 
ies, to elaborate division of revenue procedures to separate state and interstate 
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revenues in the U.S.A. and to divide revenues between members of the Trans- 
Canada Telephone System. 


88. Any subdivision of costs of telephone service between toll and local or 
between types of local service must be based on many assumptions. The reason 
is that 85% or more of all telephone plant is jointly used by many kinds of 
service, hence proration of its cost is dependent on the assumptions made as to 
relative usage or availability of plant to meet each service. Thus there is no 
precise or absolute method of establishing all costs associated with a specific 
service—in this instance toll service for et subscribers. 


89. However, in 1970, et, using certain basic principles established by NARUC 
(National Association of Railway and Utility Commissioners), developed a 
fairly simple method of deriving approximate toll costs. The Committee is of the 
opinion that this method produces a reasonable approximation of the portion of 
toll revenue which should accrue to et from et customers’ calls. 


CONTRIBUTION TO RURAL PROGRAM 


90. The principle of cross subsidization is outlined above. As indicated in a 
submission by AGT to the Committee, “the Government of Alberta’s policy has 
been directed to an ultimate goal of reliable communications facilities for all 
of its citizens regardless of location.” In a submission by the Province of Alberta 
to the Telecommission set up by the Federal Government, the following appears: 


91. “Rates charged by a telecommunications carrier should not be unduly 
discriminatory. They should be fair and reasonable and under similar circum- 
stances should be the same to all persons throughout the telecommunications 
carrier’s territory.” 


92. “Under such a rating system it is recognized that a cross subsidization of 
revenues between and within the various services offered by the carrier is 
necessary. . . . Further, this cross subsidization concept allows the extension 
of the basic service into the uneconomical, remote and rural areas of the 
territory at rates which are quite comparable to rates charged in the larger 
urban areas.” 


93. After many years of poor rural telephone service by something over 1,000 
small mutual companies, followed by intensive study of the problem by AGT, the 
AGT Commission, with concurrence of the Provincial Government, started a rural 
buried cable program in 1964. Under this program virtually all rural areas 
in the province will be served by buried cable, providing four-party service to 
rural customers. The program was to extend over ten years, now having three 
years to go, at a total capital cost (incremental to other plant required anyway) 
of $87 million. As of now all but 300 of the small companies have been absorbed 
by AGT and the reaction of the public is very favourable. There is, however, 
a substantial underrun in revenue received despite improved toll usage, compared 
with the costs incurred in giving the service. 


94. This rural improvement program is substantially greater in proportion to 
AGT’s total construction program than is the case in most other Canadian 
companies. Certainly it benefits the whole province, and should therefore be the 


responsibility of all Albertans, including citizens of Edmonton. 
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95. Two particular points should be recognized. 


(a) The rural program has three years and close to $30 million still to go, 
so the total incremental revenue shortfall will increase on this account. 


(b) Experience is good as to increased toll usage by rural subscribers 
once satisfactory facilities are provided. The revenue shortfall on 


completed parts of the program should therefore decrease over the 
years. 


96. In the view of the Committee, it is equitable that et should make a contribu- 
tion to this program based broadly on the relationship of et to et plus AGT total 
revenues, and on the estimated shortfall in revenues received from this rural 
program compared with costs incurred. 


NET SETTLEMENT 


97. The Committee recognizes that the two cross subsidizations proposed above, 
if calculated in detail year by year, would involve intricate and possibly 
controversial studies. Moreover the results would still be approximate since, 
as covered earlier, allocation of costs in such studies is necessarily based on a 
number of assumptions. 


98. With this in mind, the Committee has calculated both toll revenue and rural 
program cross subsidization on an approximate basis, using available data and 
testing results by projecting estimates some years into the future. Since the toll 
revenue payment would accrue to et and that for the rural program to AGT, a 
formula specifying the basis of the net payment has been derived. 


99. The proposal is that AGT make a net payment to et month by month comprising 
3% of total toll charges billed to et subscribers. This payment would cover the 
requirement for toll revenue proration, contribution to rural program, and pay- 
ments now made by AGT to et for toll connecting services, direct distance dial- 
ing and automatic number identification (ANI) services, and toll coin box 
commissions under existing agreements. For 1970, application of this formula 
would mean a payment from AGT to et of $525,000 replacing present payments 
for toll services of $301,000, or a net increase of $224,000. Since some of the 
factors involved in this settlkement may change slightly over the years, it is 
suggested that the percentage be reviewed in five years’ time. 


ACCOUNTING SYSTEM 
INVESTMENT AND DEPRECIATION ADJUSTMENTS 


100. The rate of return on capital employed in et as compared with AGT has been 
referred to frequently in correspondence and discussions, particularly those 
concerning toll revenue proration and contribution to the AGT rural program. It 
was evident in submissions to the Committee and in discussions with the parties 
that the marked difference in this figure as shown on the books (i.e. 15.3% for 
et and 6.8% for AGT in 1970, with similar differences for previous years) has 
influenced the approach to the problems by both parties. If the percentage were 
right, et could say perhaps the return can be kept at this high or a higher 
figure—it is a very profitable business. For AGT—why should AGT contribute 
further to et profits (toll settlement) and why shouldn’t et contribute substan- 


tially from its well being to the rural program? 
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101. The point is, however, that the figures quoted are not comparable. Prior 


to 1968 et books were not kept on the basis of standard telephone accounting. 
This has resulted in several anomalies. 


102. From time to time over past years, items of plant chargeable to capital 
account under normal telephone accounting, were charged to the current year’s 
expense. The effect was to understate profits for that year and to understate 
investment. The cumulative total of these differences, as estimated by et from 
special studies they have made is about $10 million. An upward adjustment of 
this amount is required in investment accounts. 


103. Resulting from this past practice, though profits in those earlier years 
were understated, they are now overstated, since depreciation accruals should be 
made against the added investment. The cumulative adjustment in the deprecia- 
tion reserve is estimated at about $3,545,000, and in current depreciation 
accruals is $716,000. 


104. Again prior to 1968 depreciation accruals were related entirely to bond 
retirement requirements, and had no relation to observed or calculated loss of 
service life of physical plant. et is now following normal telephone depreciation 
practices, and is in the process of accumulating life data on which to base 
sound depreciation rates. In the interim it is using rates similar to those of 
AGT for comparable plant, adjusted on the basis of judgement where this seems 
required. In total the composite rate for 1970 is 5.46% which appears in reasonable 
relationship with other companies. However until life and depreciation studies 
are complete, the rates will be in some question. 


105. The past method of depreciation accrual has resulted in a reserve to 
investment of 35.45%. This may or may not be in the right order. It is 
substantially (about 7 to 10 percentage points) higher than other telephone 
companies. This doesn’t necessarily say the reserve is too high, but if it is, 
it would reduce the ‘net plant” base and thus result in a somewhat inflated 
ratio of earnings to net plant. 


106. et has detailed studies of these matters underway, and will shortly come to 
a point of decision on adjustment of its books to fully match telephone accounting 
practice. However, to meet the Committee’s request, et set up adjusted figures 
on a tentative basis to determine more precisely a “rate of return’? which would 
be comparable with AGT. Details are shown in Exhibit 24£. The resultant 
figures are as follows:— 


ET AGT 
Percent Net Operating Income, 
before debt service charges 
and Edmonton revenue tax, 
to average net plant for year. 
1970—on basis of books 15:3 6.85 
1971—estimated on basis of books 13.0 6.35 


1971—adjusted 10.5 6.35 
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107. Two points are immediately apparent. 


(1) With no adjustments, et rate of return will probably be down by about 
2.3 percentage points in 1971 from 1970. This reflects somewhat lower 
estimated net income and additional plant investment. 


(2) With adjustments, a further drop of 2.5 percentage points occurs, 
giving a 10.5% return on a comparable basis to 6.35% for AGT. 


108. Further, if as mentioned above, et depreciation reserve proves after study 


to be on the high side, net plant would be higher and the rate of return some- 
what lower than shown. 


109. Recognizing, as mentioned elsewhere in this report, that et is faced with a 
program of modernization of its existing plant, the return can be expected to 
drop further in future years without rate adjustments. The figure of 10.5%, there- 
fore, does not look unreasonable at this time. Certainly this more accurate 
comparison of about 10.5% for et to 6.35% for AGT robs some of the rather 
emotional arguments based on 14% or 15% return for et of their potency. 


110. Aside from this hopefully corrected attitude, the Committee feels it to be 
important that et continue with its studies as to Investment and Depreciation 
accounting, so that depreciation accruals and reserves, calculation of net income 
in amount and rate of return, and general accounting practices may be soundly 
based and directly comparable with AGT and other Canadian telephone systems. 


TECHNOLOGICAL DEVELOPMENT 


111. It is estimated that scientific knowledge, in total, is increasing at 10% per 
year, or doubling every seven years. Electronics and similar disciplines linked to 
telecommunications are in the forefront of this progress. 


112. The pace of innovation in telecommunication systems is slower than the 
growth in scientific theory, for allowance must be made for invention, experimen- 
tation, testing, economic justification, and integration with existing systems. 
However, it is very clear that the pace is increasing, both as to new varieties 
of service offered to and/or demanded by the public, and the new equipments 
and systems needed to provide those services. 


113. The Canadian telecommunications common carriers therefore are faced with 
a rising program of modernization of their existing plant, plus the introduction 
of new services and equipments to meet the needs of the public. To the extent 
that the carriers fail to meet this demand, their networks will become obsolete 
and vulnerable to competing systems or methods of meeting the public’s desire 
for complete telecommunications services. Canadian businessmen demand the 
same quality and scope of service as their American counterparts. Canadian 
residential customers expect their demands for social communications to be fully 
met and that they should continue to enjoy service among the best in the world. 
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114. This problem is common to all Canadian telecommunication companies. It 
does now and it will increasingly affect variety and quality of service, profits, 
demand for new capital, and requirements for top grade technical and manager- 
ial talent to guide these very essential but very expensive programs. 


115. In considering the future of telecommunications in Alberta it is important 
to recognize this problem. There is certainly no royal road to continuous profits 
for either et or AGT. The trained manpower situation will be difficult—probably 
more so for et with its limitation in size and with no toll facilities—hence some 
limitation in opportunities for high grade people. 


116. Both AGT and et (through AGT) have service agreement access to Bell 
Canada, and will be kept posted on new developments. There is also evident 
considerable local ingenuity in both companies. However, major and_ costly 
modernization programs will be needed. Chief among these is the increased use 
of common control switching equipment and the gradual phasing out of step-by- 
step equipments. Common control (crossbar and electronic) is needed for most 
new services being introduced or to be introduced. It is more costly but requires 
less maintenance than step-by-step. Furthermore step equipment, based on an 
1891 design, is unsatisfactory for data services from an interference and noise 
standpoint. Many of the step equipments across Canada are approaching a stage 
of major physical deterioration. 


117. et is behind hand in common control installations, since it has not yet 
embarked on a definite policy to phase out step equipment. This plus other 
requirements for data, picturephone and other new services will inevitably 
increase capital expenditures with resultant greater revenue requirements or 
alternatively lower profits. Along with increased capital, the increased pace of 
innovation will increase obsolescence of existing plant, necessitating higher 
depreciation rates and again affecting profits. 


118. Perhaps the best way to illustrate this push to heavier capital expenditures 
is to point out that for Bell Canada, investment per telephone in service at the 
end of 1970 was $625. But for each telephone added in 1970 the capital expendi- 
ture was $1,580, and the net addition to investment (i.e. capital spent less 
plant retired from service) was $1,140. For et the corresponding figures were 
$430 (adjusted), $930 and $670. 


119. Comparison of level between companies is not valid because of heavy 
expenditure for toll in Bell with no such expenditure in et. However within 
each company these figures show the reason for constantly rising investment. 
It costs more to provide service than in the past. This trend will increase. 
The forecast for Bell is that by 1975, $1,800 of capital and a net increase in 
investment of $1,600 will be required for each telephone added to the system. 


120. As indicated above, the Committee feels it is important to recognize these 
problems associated with technological progress in endeavoring to determine the 
best course of action with respect to future organization and areas of service 
of et and AGT. Procrastination and delays in modernization and innovation 
programs in either company could well produce improved short term profits. 
But with the increasing pace of technological progress, the long term penalty 
to profits and the overall viability of the enterprise would be severe. 
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REGULATION 


121. Telecommunications in Canada, as elsewhere, has the characteristics of a 
natural monopoly. Public convenience and minimum cost both dictate that there 
be only one supplier in any given locality. Experience in the early days of 
Canadian telephony when there were competing local systems, as well as more 
recent experience in Mexico, bears this out. The normal checks and balances of 
competition as to quality and price of service offered, and the public’s ability 
to choose between competitors, do not apply. 


122. Therefore it was established from very early in the industry’s history that 
in the public interest telephone companies should be subject to government 
regulation as to rates, quality and availability of service, depreciation and 
accounting practice and financial reporting. In the United States, telecommunica- 
tions within each state is regulated by a state regulatory commission, except 
for one state where municipal regulatory boards are in effect. All inter-state 
traffic comes under the regulation of the Federal Communication Commission. 


123. In Canada, telecommunication companies which are federally incorporated 
are regulated by the Canadian Transport Commission. These include Bell Canada, 
British Columbia Telephone Company, Bonaventure and Gaspé Telephone Com- 
pany, Canadian National and Canadian Pacific Telecommunications. Companies 
incorporated under provincial charters are regulated by Provincial Utility Com- 
missions or Boards in all provinces but Saskatchewan, and with the exception 
of edmonton telephones, in Alberta. Saskatchewan Telecommunications is con- 
trolled by government directors, but is not otherwise regulated in the normal 
sense of the term. The various provincial regulatory boards have authority to 
regulate rates, quality and availability of service. Construction of major new 
projects for provincial services must also be approved by the Board in most 
provinces. 


124. What are the benefits or handicaps of regulation, and should et be 
regulated by a board, as is AGT? There are a number of benefits and restrictions 
under regulation, principally the following:— 


(a) The public has access to an independent, non-political body for investi- 
gation and redress of problems concerning service and rates. 


(b) The Board or Commission is there to see that the public interest and 
the public’s rights are protected as to rates charged, quality and 
availability of service rendered, and the scope and economic viability 
of the company’s plans for the future. 


(c) The Board has a further responsibility to the owners of the Company to 
see that rates, and therefore revenues in total, are adequate to provide 
for efficiently run operations plus sufficient margin of earnings to give 
a reasonable prospect of attracting the capital needed to accommodate 
growth and ensure satisfactory service for the future. a 


(d) The Board or Commission has power to specify accounting and depre- 
ciation practices such that at all times the financial situation is clearly 


shown. 
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125. The experience of the Canadian telephone companies is that regulation by 
independent government bodies is a sound concept, and is beneficial to both 
the company and the general public. To the company because the discipline of 
accountability to the Board makes for more thoroughgoing review of plans and 
for generally efficient operation; to the public because their interests are fully 
protected by the Board’s authority and responsibilities. 


126. It could be argued that the Edmonton City Council itself constitutes adequate 
regulatory authority. It is elected by the citizens who are both subscribers and 
owners of the telephone utility. In theory, Council is the regulatory body, but 
in practice City Council has not had the time or the skills required to properly 
regulate a telephone utility. The fact that the Council is a political body 
makes it very difficult for it to assess specific telephone problems in an indepen- 
dent and wholly objective manner. 


127. Having in mind the very rapid and important changes taking place in 
telecommunications technology, and therefore in the problems facing the tele- 
phone companies and the public, the Committee’s view is that it would be wise 
to place et under the authority of an appropriate Board for purposes of regula- 
- tion. 


oe oe 


a Oe | 
‘ <span had nian anonar 7 sag aaa > odd? 
a0 a 16 D>? 9fG 1 nbibané> sect ke 
he a} Bier ae - git ; sie ine 
: to anilgined ait seiersd ynaqmo> Set oF “ile may aoe orl baie 
bre ensty to weiver gninglyuorod? sim tol eadein bisoa Oe idesmuos 
. vilit 41s eteoveri Yar seunsed silduq ot. o! Hise ia 3 prvi oy 7 
| Ssiilidiznoges: bax yihotiue 2 8 ont vd be 


smn Ny ° Bf 


- of 
f gisupabs zojuliteno> Heeati loauoD “iD aoinombs on) tert beugie ‘od blues m2 
: bans nediipedue diod ots ofw nasi ont vd banesle 2 ff Jpivoive votalig 2° a 
td .ybod yiorsiige: att 2 lisnueD \wiosds al vil shodaqelet ari lo aeqwo 

Yiwqaig of bavupes alive oft 10 Smt ont be] ton 26d) lionloo yi’ sn ac y c 

ybod Isvitilog s a fignwoD ody ge) tel OAT .yilite gnosis! « 6 

<easbai ns oi emsidova snedgsls) ditimacqe 2ee226 cf fi io} Jive Yyisy 1 ood " 

asnnum avitosjde yilodw bane tneb 


mi soslq yotder eyaned> innhows) bos bigs) gay St brim a) gover or 
-giay ail? giiizet armatdeiy i ti stolsserlt bas veoloni ‘a1 énoltspinummne hor 
gtiw ad bluow ji ted) x weiv 7 4enimmol' sd! oildue Sci bns asinsqmes anome 
<ahige) 10 es2oqiiy 10) bieod sitiiqoiqgs as io yitonue ay soba 1 srsiq of 

HOT 


Plan 1 
Plan 2 
Plan 3 
Plan 4 
Plan 5 
Plan 6 
Plan 7 


Plan 8 


SECTION IV 


BOUNDARIES 


23 


SECTION IV 
BOUNDARIES 


oe As indicated earlier in this report, at paragraph 29, the boundary question, 
in the opinion of the Committee, is really the key to the whole situation. 
If a sound, equitable, and long term solution can be found to this question, 


the other matters involved in the overall relationship between et and AGT will 
quickly fall into place. 


129. The Committee has studied eight possible plans of action. Several of 
these reflect viewpoints held over the past year or two by the principal 
parties to the boundary dispute. Others are new. In total they appear to cover 
all logical plans that might be advanced. 


130. In considering these plans, the Committee has reflected views expressed 
earlier in this report regarding certain specific questions, such as joint planning, 
regulation, toll revenue proration, etc. Plans have also been assessed against 
certain broad desirable criteria derived from study of the very complete data 
placed before the Committee both orally and in writing. The criteria are: 


1. The same company should serve all subscribers in the City of Edmon- 
ton. 

2. City of Edmonton present and potential profits should be retained. 

3. Rates to subscribers should be the same as in Calgary. 


4. AGT should not lose present or potential profit from the Edmonton 
area. 


5. High quality service to the public is essential. 
6. Edmonton should receive a portion of toll revenue. 
7. Edmonton should contribute to province-wide rural program. 
8. Large capital outlay due to boundaries should be avoided. 
9. No adverse effect on outside municipalities. 

10. Extended Area Service arrangements satisfactory. 

11. Plan provides a permanent solution. 

131. At first glance, some of these criteria may appear contradictory. However, 


three of the eight plans appear to meet all of them fully or in major fashion. The 
plans, then, with the Committee’s comments and assessment are as follows: 
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PLAN 1—BOUNDARIES AS IN 1963 AGREEMENT 
132. 


(a) Stay with 1963 boundaries, with provision for temporary adjustment 
as timing and economics dictate. 


(b) Toll revenue settlement between AGT and et on a sound ongoing basis. 
(c) et contribution to provincial rural programs. 


(d) Establish Joint Planning Committee to direct engineering and economic 
planning in the Edmonton Metropolitan Area. 


(e) Both et and AGT to be subject to regulation by a suitable Board. 


133. Plan 1 coincides in general with the viewpoint held by AGT in the present 
controversy. It would perpetuate the boundaries established under the 1963 
Agreement, and which are in effect at the present time. Temporary adjustments 
could be made from time to time in order to accommodate initial area develop- 
ment or unexpected growth in the most economical manner. However, et and 
AGT would revert to the permanent boundary when firm overall plans for 
service in the area were established. Future annexations by the City of Edmonton 
would not affect the telephone boundaries. 


134. As discussed earlier, it is the view of the Committee that a proration of 
the toll revenues originating from Edmonton subscribers is required to compen- 
sate for use of et facilities. While existing arrangements cover costs of exclusively 
toll plant, there is at present no compensation for toll use of exchange plant. 


135. The Committee’s views of the rural program undertaken by AGT with 
Provincial Government concurrance have been covered. This is part of the 
overall development of the province and as such should be supported by all 
citizens through their telephone revenues. 


136. In the interests of simplicity and fair treatment of AGT and et, a net 
payment from AGT to et consisting of three (3) percent of toll charges to et 
subscribers is proposed as settlement for both these cross subsidization items, 
and for rental payments now made by AGT for certain toll facilities and services. 


137. A strong Joint Planning Committee is essential under this plan to ensure 
sound, economical long and short term planning of facilities for the whole Edmon- 
ton Metropolitan Region to fully meet the needs of the public. 


138. For the reasons stated earlier, both et and AGT should be subject to 
regulation as to rates, quality of service, and depreciation and other accounting 
practices, by a suitable Board. 


139. If Plan 1 is compared with the criteria enunciated earlier, it will be seen 
that it does not meet Item 1 (all citizens of Edmonton served by the same 
company). City of Edmonton profits would be retained—might well be enhanced 
since operation would be confined to the more densely populated area. The 
other criteria would be met except probably Item 11 (permanence of solution). 


140. It is true that the boundaries could be fixed by statute and in that sense 
could be considered permanent. However, permanently splitting municipal 
Edmonton between two telephone companies does not appear to be a sound 


solution. 
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PLAN 2—BOUNDARY TREATMENT AS IN THE ENERGY RESOURCES 
CONSERVATION ACT OF APRIL 1971 


141. 


(a) Establish new boundary between et and AGT coincident with Edmon- 
ton Municipal Boundary as of July 1, 1971. 


(b) Toll revenue settlement as in Plan 1. 

(c) et contribution to provincial rural program as in Plan 1. 
(d) Establish Joint Planning Committee as in Plan 1. 

(e) Regulation as in Plan 1. 

(f) 


et to purchase AGT local plant in transferred areas. Price to be 
negotiated between parties. Failing agreement price will be referred 
to Public Utilities Board for settlement. 


(g) Provision of telephone communication service in any areas annexed 
by Edmonton in future to be determined by an appropriate Board. 


142. As indicated, this Plan proposes that boundaries be established for telephone 
purposes between et and AGT following the approach laid down for power in the 
Energy Resources Conservation Act of April, 1971. 


143. The et boundary would be established coincident with the City of Edmonton 
Municipal Boundary as of July 1, 1971, and et would purchase AGT plant in the 
transferred areas at a negotiated price. Reproduction cost new less depreciation 
appears to be a reasonable approach in the view of the Committee, but the 
parties should be free to negotiate subject to referral to the Public Utilities 
Board in the event agreement cannot be reached. 


144. In the case of future annexations by the City of Edmonton, provision of 
telephone service in the annexed area, as in the case of power, would be deter- 
mined by an appropriate Board. 


145. Net settlement of the toll revenue proration and contribution to the rural 
program would be as in Plan 1, also the establishment and operation of a Joint 
Planning Committee. Regulation in parallel with AGT is also proposed, as in 
Plan 1. 


146. Measured against the various criteria, Plan 2 does not fully meet condition 
one, since future adjudication of a Board could resuk in two companies again 
being involved in local service in Edmonton. 


147. AGT would lose the potential for profit in the transferred areas (Criterion 4); 
Item 8 (capital outlay) is not met, for substantial capital outlay would be 
required by et at time of acquisition of transferred areas. AGT could also be 
involved in unduly large expenditures in areas for which annexation plans were 


uncertain. 


148. Certainly this plan does not provide a permanent solution (Item 11). The 
present arguments regarding boundaries would be revived each time annexation 
plans were brought before the Board. Plan 2 therefore does not appear a sound 


solution. 
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PLAN 3—ET BOUNDARIES COINCIDENT WITH MUNICIPAL BOUNDARIES 
149. 


(a) et to serve all customers within Edmonton Municipal Boundaries as 
they may exist from time to time. 


(b) Toll revenue settlement as in Plan 1. 

(c) Contribution to rural program as in Plan 1. 
(d) Joint Planning Committee as in Plan 1. 

(e) Regulation as in Plan 1. 


(f) edmonton telephones purchase of plant in transferred areas as in 
Plan 2. 


(g) Physical layout of plant to be most economic, as established by Joint 
Planning Committee, with proper compensation to serving agency. 


150. Plan 3 conforms in the main with the viewpoint expressed by the City 
of Edmonton in the present controversy. et would serve all Edmonton citizens, 
so its boundaries would conform with Edmonton Municipal Boundaries at all 
times, without reference to a Board except for adjudication of price of plant 
in transferred areas in the event of disagreement between et and AGT. 


151. Toll revenue settlement, contribution to rural program, Joint Planning 
Committee and regulation arrangements would be as in Plan 1. As covered in (g) 
above physical plant layout may from time to time be from an AGT exchange 
into an et served area or from an et exchange into an AGT area. Such cases 
will be established by the Joint Planning Committee based on economics and 
generally will be of a short term nature. In all such cases the serving agency 
will fully compensate the other company for use of facilities, usually on a 
leased basis. 


152. As regards the criteria, Plan 3 would conform except for Item 4 (AGT profit 
potential) and Item 8 (substantial capital outlay for et at time of transfer). 
Boundary arrangements could be established by legislation, so from that angle 
the solution could be regarded as permanent. 


153. However, as in any plan involving two companies serving in the same overall 
metropolitan area, this Plan perpetuates the absolute necessity of close and 
continuous coordination and cooperation. There is therefore in Plans 1, 2 and 3 
the potential of future trouble in relationships between two groups of people 
working in the same geographic region in a demanding and rapidly changing 
industry. 
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PLAN 4—EDMONTON METROPOLITAN PLAN 


154. 
(a 


— 


Establish an Edmonton Metropolitan Region or Area to be fully served 


by et and to extend to municipalities within a radius of approximately 
30 miles of the city centre. 


(b) Toll revenue settlement as in Plan 1. 


(c) Expansion of et territory into developing areas considered to be in 
lieu of et contribution to rural program. 


(d) Establish Joint Planning Committee to handle interconnection prob- 
lems. Planning for metropolitan area to be primary responsibility of et. 


(e) Regulation as in Plan 1. 


(f) edmonton telephones purchase of plant in transferred areas as_ in 
Plan 2. 


155. Under this plan, et would be responsible for serving the full metropolitan 
region or area centred on Edmonton. A radius of ‘approximately 30 miles is 
assumed, which would include St. Albert and Legal, probably Redwater, Leduc, 
Millet, Stony Plain, Beach Corner, and towns between these outlying points 
and the city proper. 


156. The thought here is that the one agency, et, would be fully responsible 
for planning and serving the whole region, both the built up areas, the smaller 
towns, and the intervening rural territory. The problems involved in two compan- 
ies Operating within the region for local service would thus be largely eliminated 
for many years. the Joint Planning Committee function would be much smaller 
than under the other plans. Since et would then have substantial undeveloped 
and partially developed territory to finance, it is assumed that the contribution 
to the provincial rural program might not be required. Toll revenue settlement 
and regulatory arrangements would be as in Plan 1. Purchase of transferred 
plant would follow the same procedure as in Plans 2 and 3. 


157. Plan 4 would conform to some of the suggested criteria but not to others. 
City of Edmonton profits probably would not be maintained with _ initial 
acquisition of all this territory, while in the longer term AGT profits would 
suffer. There would be large capital outlays by et for area acquisition, the 
outlying municipalities not part of Edmonton City might have some concern as to 
service and rates, and Extended Area Service arrangements would become a more 
immediate problem. The plan, though perhaps smoothing the situation for some 
years, would not provide a permanent solution in the opinion of the Committee. 
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PLANS 5, 6 AND 7 


158. All three of these plans propose permanent elimination of boundary 
problems by the establishment of one telecommunications common carrier for 
the whole Province of Alberta. The plans vary as to means of accomplishing this, 
but the overall intent is the same—namely to consolidate all telecommunications 
Operations under one agency, thus to serve all Albertans in the most efficient 
manner from the standpoint of quality of service, whether business or social, 
innovation in this rapidly moving technological industry, ongoing availability 
of senior administrative and technical staff, costs, and close integration with the 
whole Canadian and North American communication network. 


159. Under these plans, the intent would be that the City of Edmonton would 
continue to realize profit, resulting from its investment in et, which would be 
commensurate with past profits from et operations, with a reasonable expecta- 
tion of gradual improvement. 


160. It would also be vitally important that et personnel be fully protected 
in any amalgamation of the two companies. The Committee formed the opinion 
that there would be no major obstacles in integrating the two staffs. 


161. From the early part of this century, and increasingly from the 1930’s to the 
present day, the pressure of wider and wider community of interest, consequent- 
ly more long distance communications, plus the need for overall technical and 
operating efficiency, has resulted in larger size telephone operating agencies, 
fully integrated as to nation-wide and international service. 


162. The City of Edmonton owns a large, well-run municipal telephone system. 
It is four times the size of the next largest Canadian municipal system. (Thunder 
Bay—56,029 telephones, edmonton telephones—218,000 telephones).* Beyond that 
there are a few—very few and very small—municipal systems in Canada. In the 
United States there are a few substantial municipal or local privately owned 
systems. Rochester, New York, is among the very few large units, with 511,959 
telephones.* 


163. The quality of telephone service in Edmonton, as far as the Committee 
could ascertain from submissions and discussions with et and AGT officers, is 
good as regards standard local residence and business telephone service. It has 
improved markedly over the last two to three years. 


164. The picture with respect to major and special services for large business 
users, many of whom are national or multi-national firms, is not so clear. As 
indicated earlier there has been and is considerable confusion and _ rivalry 
between et and AGT in serving these people—a condition not calculated to 
produce good service. Hopefully the allocation of clear fields of effort, as 
outlined in Committee discussions, will help. However, firms with province-wide 
or Canada-wide interests want to deal with one agency which can take overall 
responsibility. A municipal system cannot do this in the normal course of events. 


165. Modernization of plant, and innovation to meet future requirements for new 
and special services, is another factor to be considered. The pace of innovation in 
telecommunications is increasing and will continue to do so, resulting in rising 
capital needs to meet public demand. Broadband, picturephone, and data 
services of all sorts are entering the picture rapidly so all telephone companies 
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will have problems of technological—and _staff—obsolescence, of continuous 
demand for capital, and the constant problem of maintaining profits. 


166. It will be argued that et gives good service and makes a profit now, and 
can continue to do so. However, et will have to embark on a definite plan of 
modernization of switching equipment. Common control switching equipment 
(crossbar or electronic) is needed for most new kinds of service, and is more 
costly than the older types. Other innovative items are appearing, all pushing up 
the demand for capital, hence the revenue requirements, leading to higher rates, 
or alternatively lower profits. 


167. High grade technical and senior management people will be in great 
demand; smaller companies will tend to have a more difficult time to maintain 
a fully competent staff, related to the wider opportunities people see as being 
available in larger companies. 


168. Finally, the very rapid widening of both business and social communications 
across Canada points up the need for closer integration of all common carrier 
programs and activities on a provincial and national basis. 


* As of December 31, 1970 
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30 
PLAN 5—PURCHASE SOLUTION 


169. 
(a) AGT to purchase et. 


(b) Conditions of purchase and price to be negotiated between the parties. 


There are, of course, a number of approaches to such a purchase, for example:— 
— Purchase of total assets 


— Purchase as a going business based on price earnings ratio or similar 
calculation 


— Takeover of indebtedness and purchase of equity plus value as a going 
business. 


170. It is beyond the Terms of Reference of this Committee to suggest a specific 
approach. That would be a matter for negotiation between the parties. A 
controlling factor, however, would be that the City of Edmonton owns a profit- 
able, going system, and is entitled to a continuation in some form of the profits 
which have resulted therefrom. 


171. Plan 5 would fully meet all applicable criteria, except that it would, 
of course, involve major capital outlay on AGT’s part (Item 8). The one proviso 
would be that the negotiated terms of purchase, whatever their basis, must 
be such as to meet Criterion 2, i.e. that the City of Edmonton profits be main- 
tained. The E.A.S. problem (Item 10) would be wholly an AGT responsibility. The 
plan would provide a permanent solution. 
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PLAN 6—LEASE SOLUTION 
a7 2: 


(a) AGT to lease from et all telecommunications plant operated or 
committed for by et. et employees to be retained by AGT. 


173. This plan was developed as a means of avoiding the major capital 
expenditures of a purchase. The whole et operation would be leased to AGT. The 
terms would, of course, be negotiated, but in accordance with the views expressed 
above, should be such as to recover to the City of Edmonton profits commensur- 
ate with past performance. 


174. Given that condition, the plan would meet all applicable criteria except 
permanence. It would not appear to represent a permanent solution. The lease 
would have to be for a very long term, one that may be beyond the powers of the 
City or of AGT at present. Furthermore, even if such a lease term were possible, 
the rate might have to be subject to renegotiation to fulfill the reasonable 
expectation of the City for profits. 


175. There is the further important factor that in the state of constant change 
and additions which is characteristic of telephone plant, it would be extremely 
difficult, and expensive, to keep records of precisely what was leased from et and 
what had been added by AGT. 


For these reasons, Plan 6 does not appear to be a good solution. 
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PLAN 7—ALBERTA TELECOMMUNICATIONS CORPORATION 
176. ; 


(a) A new Crown Corporation, merging AGT and et. AGT and et would 
cease to exist. 


(b) The Provincial Government and the City of Edmonton to be joint 


owners of the new corporation, with proportionate representation on 
the Board of Directors. 


(c) Establish City of Edmonton and Provincial Government ownership in 
new corporation as book plant investment (adjusted for et) less 
depreciation reserve—i.e. net plant at date of merger. 


(d) New corporation to pay City of Edmonton an annual amount commen- 
surate with current profits accruing to City from et operations. 


(e) New corporation to be regulated by Public Utlities Board. 


177. Under this arrangement, the new corporation would have a Chairman, 
a Board of Directors, and a President. et net plant investment (adjusted) as of 
December, 1970, is approximately 14% of et plus AGT net plant. The City of 
Edmonton would therefore be entitled to name one member to a six or eight man 
board. 


178. The corporation would take over all assets and liabilities of et and AGT. 
This, presumably, would involve obtaining consent from a majority of bond- 
holders of AGT and et. The corporation would absorb all staff of the two agencies. 


179. Net income for et in 1970 was shown as $4,265,000 in the Annual Report. 
Adding the franchise tax to the net income, the total accruing to the City of 
Edmonton as owner was $5.286,000. The corresponding figure for 1969 was 
$5,557,000, and for 1968 was $3,821,000. As discussed elsewhere in this report, 
in earlier years a number of capital plant items were charged to current expense. 
To make plant investment as shown on the books agree with plant physically 
existing, an upward adjustment of $10 million in capital accounts would be 
required. A depreciation charge of $716,000 should be accrued against this 
investment to give a proper view of current earnings. On this basis, the profits 
would be $4,570,000 for 1970 and $4,841,000 for 1969. It can be argued, of course, 
that by writing these capital items off to expense in earlier years the City took a 
lower profit in those years. 


180. The precise formula for calculating the profit to be returned to the City 
by the new corporation would be a matter for negotiation. However, having in 
mind the future complications of any formula based on rates of return for 
different parts of the joint plant, the Committee suggests that payment of a 
basic flat amount per year predicated on current earnings would be reasonable. 


181. There is the further question of future earnings. In terms of rate of return 
(before debt charges) on net plant, et calculates that the estimated 1971 figure, 
including adjustments in plant base and depreciation as outlined, would be about 
10.5%. The comparable figure for AGT is about 6.35%. The composite figure for the 
two companies would be approximately 6.9%. As an incentive it might be reason- 
able that profits of the new enterprise, after debt servicing, resulting from net 
earnings greater than perhaps 8% (before debt servicing), be prorated between 
the City of Edmonton and the Provincial Government in the ratio of et net 
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plant at the merger date to total net plant in the new corporation for the year 
in which the profit was earned. 


182. The new corporation would come under a regulatory board for regulation as 


to rates, quality of service, depreciation and accounting practice, as does AGT at 
the present time. 


183. Relating this Plan to the criteria, the boundary question would cease to be a 
problem since, as in Plans 5 and 6, one company would serve all Edmonton 
citizens and all other Albertans. Profits of Edmonton would be maintained as a 
condition of the merger. Rates would be established, under Public Utilities Board 
regulation, for all cities and towns, so Calgary and Edmonton, being close to equal 
in size, would obtain the same rates. The questions of toll revenue proration and 
contribution to the rural program would be eliminated, as would also matters 
concerning outside municipalities and Extended Area Service (Items 9 and 10). 
Large capital outlays due to boundaries would be avoided, and the plan would 
provide a permanent solution. 


184. Looking to the future, there could be some problems with a composite board 
of City of Edmonton and Provincial Government appointees. Edmonton would be 
in a minority position, and might not always be satisfied with the programs of 
the corporation. Other than this one factor, Plan 7 presents a possible long term 
solution. 
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PLAN 8—EDMONTON TELECOMMUNICATIONS CORPORATION 
185. 


(a) Form a new joint corporation to provide telecommunications services 
within Edmonton Municipal Boundaries. 


(b) Toll revenue settlement as in Plan 1. 

(c) Contribution to rural program as in Plan 1. 
(d) Joint Planning Committee as in Plan 1. 

(e) Regulation as in Plan 1. 


(f) Local facilities of et and AGT within Edmonton Municipal Boundaries, 
as these boundaries may exist from time to time, to be merged in a 
new corporation jointly owned by the City of Edmonton and AGT. 


186. Initially the new corporation would take over all et plant and employees, 
together with AGT plant and employees serving areas now within Edmonton 
municipal boundaries. Ownership in the new corporation, Board of Directors 
representation, and division of profits would be predicated on the ratio of et 
and AGT net plant investment (adjusted for et as outlined previously) to com- 
bined total net plant. As future annexations were made to the City of Edmonton, 
AGT would transfer the serving plant and employees to the new corporation, thus 
increasing AGT’s prorata portion of net investment, profits, and board represen- 
tation. 


187. Financial arrangements would require a detailed study. et’s full assets and 
liabilities could presumably be taken over by the new corporation, with bond- 
holder consent. AGT would have to evaluate the plant in transferred areas, to- 
gether with accrued depreciation to properly establish the books of the new 
corporation. Assigning of proportionate liabilities to the transferred plant by 
AGT would be a difficult operation. Alternatively both Edmonton and AGT could 
retain their own debt and draw proportionate earnings before debt charges from 
the new corporation. Future plant additions for growth could be financed (other 
than from internal services such as depreciation accruals) by the City of Edmon- 
ton and AGT issuing bonds on their own, or the new corporation could issue 
bonds itself, guaranteed by the Province of Alberta, with the resultant saving 
in interest cost. 


188. The whole financial structure would require detailed study. The Committee 
has suggested the overall intent of such a structure. 


189. Measured against the various criteria, this plan appears to satisfy all or 
most of them. The profit picture of both Edmonton and AGT would be maintain- 
ed; all Edmonton citizens would be served by one company. Rates for Calgary 
and Edmonton would be kept in step, since both AGT and the new corporation 
would be regulated. Capital outlays due to boundary changes would be avoided. 
Toll revenue proration, contribution to the rural program, relations with out- 
side municipalities, and E.A.S. arrangements should be satisfactory, since AGT 
would have an interest in their solution from both the provincial and Edmonton 


standpoints. 


190. This Plan might be considered as providing a permanent solution, or at 
least one good for many years. However, it does have some points of difficulty. 
It maintains two agencies working in the same general region as do Plans 1, 2, 3 
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and 4, with the inherent problems in marketing, service to major customers, 
and general inter-company relationships which this presents. These difficulties 
certainly should not be as great as under Plans 1 to 4, because AGT would be a 
partner in the new company. 


191. Dividend policy would present difficulties, and representation on and 
action of the Board of Directors would be another potentially difficult area. AGT 
would be in a minority position initially, and well into the future. The AGT 
representatives on the board could be faced with proposals contrary to AGT 
interest, with resultant difficulties in useful direction of the corporation by the 
board, and possible conflict between AGT and the City of Edmonton. The position 
of board nominees from the Bell System to Comsat Board in the U.S., and of 
Telephone Company nominees to Telesat Board in Canada are cases in point. The 
situation is uneasy in both cases. 


192. However, with these reservations as to future problems of relationships, 
this Plan 8 appears as a possible solution. 
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SECTION V 
RECOMMENDATIONS 


APE 


(a) In the considered opinion of the Committee, the best and perhaps 
the only fully satisfactory long-term solution to the inter-company 
problems faced by et and AGT is the elimination of boundaries by 


amalgamation of the two agencies into one telecommunications organ- 
ization serving all of Alberta. 


194. Plan 5 (Purchase) and Plan 7 (Merger) are alternatives. Having in mind 
possible complications in effective operations of a Joint Board of Directors, 
the Committee favors a Purchase Plan as the most clear-cut solution. 


195. 
RECOMMENDATION #1 


THE COMMITTEE THEREFORE RECOMMENDS that the principals, i.e. the 
City of Edmonton and the Provincial Government of Alberta solve the 
et - AGT problem by amalgamating the two agencies in a province-wide 
system to serve all Albertans. Amalgamation should preferably be by 
AGT purchase of et, with both parties agreeing to the purchase price, 
and the price to provide the City of Edmonton reasonable assurance of 
retaining present and potential profits. 


196. 

(b) Failing agreement between the principals on the long-term solution 
proposed under (a) and covered by recommendation 1, all of the 
matters raised by the Committee’s Terms of Reference, by the sub- 
missions brought before them at Committee hearings, and by the Com- 
mittee’s own research and discussions, become relevant and require 
solution at least for an ongoing period of years. Given these circum- 
stances, the Committee’s recommendations are outlined below. 

BOUNDARIES 


197. Of the five plans involving et-AGT boundaries examined above (Plans fea) 
3, 4 and 8), three (Plans 3, 4 and 8) conform to the desire that all citizens of 
Edmonton be served by one agency. For reasons stated earlier, Plan 4 (Edmon- 
ton Metropolitan Plan) would not be a good solution. The alternatives are 
therefore Plan 3 (et boundaries coincident with municipality at all times) and 
Plan 8 (joint corporation to operate within Edmonton Municipal Boundaries). 


198. Of these two possibilities, Plan 8 appears the better one, in the opinion 
of the Committee. AGT would be a partner in the joint enterprise, so that points 
of difference should be capable of easier solution. There would, however, be 


some continuing problems as outlined earlier. 
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199. 
RECOMMENDATION #2 


UNDER THESE CIRCUMSTANCES THE COMMITTEE RECOMMENDS. that 
a joint corporation be formed with the City of Edmonton and AGT as 
partners, to provide all local telecommunication services within the 
municipal boundaries of the City of Edmonton as they exist from time to 
time. Details of the organization and its financing to be worked out 
between the parties. 


INTERIM BOUNDARIES 


200. ET AND AGT have agreed to adhere to the “1963 Agreement” boundaries 
pending completion of this report. However, it may well take some time to come 
to firm conclusions with respect to Recommendations 1 and 2. In the meantime, 
substantial residential development is underway in Mill Woods, and may shortly 
start in Castle Downs (the B.A.C.M. area). Both of these are disputed areas as 
between et and AGT. 


201. 
RECOMMENDATION #3 


THE COMMITTEE THEREFORE RECOMMENDS that in the interim, ser- 
vice into both these areas be provided by et, but that all other areas 
continue to be served as per the 1963 Agreement pending firm settlement 
of the boundary question. 


JOINT PLANNING 


202. It is abundantly clear, as discussed earlier in this report, that joint 
planning of facilities and services in the metropolitan region of Edmonton is 
essential as long as two telecommunication agencies operate within the region— 
which region is much broader than the present or prospective city boundaries. 
This would apply under the recommended Plan 8, and also under Plans 1, 2, 3 


and 4. 


203. 
RECOMMENDATION #4 * 


GIVEN THESE CONDITIONS THE COMMITTEE RECOMMENDS, 


(a) that a Joint Planning Committee be established and given authority to: 


1. institute, direct, assess and approve engineering and economic plan- 
ning studies for the complete Edmonton region, to be performed 
jointly by et (or the Joint Corporation under Recommendation 2) 


and AGT. 
2. institute, direct, assess and approve studies on innovation of new 
services. 


ad bt 


V4 oy = om 

iy 2IVAMMODI® TITTIMMOD HT shdesiieneeseee 304 
28 TOA bane notromb? lo ytd adi dtiw hermol od RONSIOTIOD ae 
ott nidtiv 2siviee noitsainummnmszales, issal th shiva oF Senheg 
fs a} omit mot) Rite ystlt es noiembd to ytid sr) to ehebaved: re 
| wo batow sd o} afionsnil al bne nditesinbyio ant to liste — ht 
.oineq oni gow 


2uaAauuoa N 


wshrubnuod “iasmeswA Pall" si ot sdbs a3 bssipe syed TOA CVA * 
4(NOD OF OM smoe GAs fHaw (err ii Sv9WwoH fogs, 2 Ate noisiqmos. 3 
attnngam att al § bas f enotsbhommaash of meqess ciw enoeulanor # 
vnorle yam bre xbooW tii ni yewebnu a tnsitigolevab Isitnobign irre 
a 269% beniqeib sig searlt fo fio .l[so% MOAB oni) ewod Sized at Th : 

TOA brig 4 cepie Jd 


, Le 
£4 MOITAGVEMMO?D 


if 


“2 niisiad st) ni lath 20OV3MMOOIA AMOWAIHT WPTNMMGD ge 

neu Yorlto ils tenft tod ga.yd babivoig od eset s2od! died amiosaiv: 

INSsmistitee mi) gnibneq tmomesaywA CART 91!) 19q 26 bavise ad of online? 
witeeup vebruod oni Yo 


DVIMMANY THIOL 


‘ e * 4 ‘i : 
intial jet hogan net mi wiles beeeuoib 2 asel yiinsbouds @ 7] oS 
“i oi" oi b3 bia’ ne oe hbaltilogoiiam or} ral POI VV ied hin ti asitili: 13) Ye gninnslg 
—Noigan sil oitiiw sitasqo z9nens noltsoww eat S) Owl 26 anol a Isitn sees 


‘ eehibbauad Yih svilgsqeaiq 10 InSeatq ods neti. whegerd Adu ai noiga dbiriwe 
Ef Jf ensl! vebnu ole bos .8 msl§ bsbnsmrnota sd) yobau yiegs bluow' ai AT 

Ak be 

or 


a. ce 
a é' : aa. ; 
+ BM + VOITAGVIMMODAR 
é » fis ie 2 
t | rr ' 
, POVIMMO DIF 3317 IMMOD IHT 2HONIGHOD the yan 


Aste tof yihodus navig bis battaiidaics ed saninmed gainnslt - io & itch a) 
Hi -nelq olmonoos baé yaiieenigne syoldgs bins zepees Joab igi ove “a 
1 ioe bemehsq 9d ol noigsi Afro: nb}. aislqmor orl \ eaibute 
(S soltshnammes4f sca Pe nial ot 10 te ed 
74 . ; p : ( 
Mie wen to ngitevonit ‘po * zsibure ayorgge ‘brig, aeseee 3 yeaa 
7 ap. : ue - ; au: . la oh 7 _ 


ew) 


vA > - 
* @ - | 7 _ 
FOR hal M4 
; z oe 


mY 


_ 


38 


3. recommend for approval by the AGT Commission and the City of 
Edmonton (or the Board of Directors of the Joint Corporation under 
Recommendation 2) the implementation of such plans, with assur- 
ance that they would be given fullest consideration by those 
bodies as the best on-going plans for Edmonton Metropolitan 
Region. 


(b) that the Joint Planning Committee be made up of senior representa- 


tives from each of AGT and et (or the Joint Corporation under Recom- 
mendation 2). 


OVERLAP IN LEGISLATION 


204. As indicated earlier in the report, there is an overlap in jurisdiction and 
authority as between et and AGT, as these are specified in The Alberta Govern- 
ment Telephones Act, RSA 1970-C12, The Municipal Telephone Act, RSA 1955- 
C218, and The Municipal Government Act, RSA 1970-C246. Details of the over- 


lap are discussed elsewhere, and a brief, with the associated Acts, is attached 
as Exhibit 25A. 


205. The Committee does not consider that the overlap in jurisdiction indicated 
by these Acts is the prime cause of problems between et and AGT. However, 
it would seem logical to eliminate this as a cause of future difficulty. 


206. 
RECOMMENDATION #5 * 


THE COMMITTEE THEREFORE RECOMMENDS that if two telecommuni- 
cations agencies are to continue to serve Alberta, the specific authority 
and area of operation of each should be clearly delineated by statute. 
This could be done by revisions to the above three Acts, or by separate 
legislation. 


CROSS SUBSIDIZATION 


207. The Committee considers that the claim of et for a portion of the toll 
revenue generated by Edmonton subscribers is justified. While under present 
arrangements AGT fully compensates et for facilities used exclusively for toll, 
there is no compensation for toll use of exchange facilities. The pattern of com- 
pensation for such toll use is well established in North America. 


208. The Committee further considers the rural program undertaken by AGT with 
concurrence of the Government of Alberta as part of the overall development of 
the province, and as such it should be supported by all citizens through telephone 
revenues. 


209. 
RECOMMENDATION #6 * 


THE COMMITTEE THEREFORE RECOMMENDS that in full settlement of 
these two cross subsidization items, and of rentals now paid by AGT for 
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toll connecting services, toll coin box commissions, Direct Distance Dialing, 
and ANI services under existing agreements, AGT should make payment 
to et (or to the Joint Corporation under Recommendation 2) month by 
month, effective January 1, 1972, of an amount representing three (3) 
percent of toll charges billed to et subscribers. The percentage to be 
subject to review in five years time. 


EXTENDED AREA SERVICE 


210. As indicated earlier, the Committee requested et and AGT to reinstitute 
negotiations with respect to payments under E.A.S. arrangements. The opinion of 
senior officers of both companies was that settlement must await clearing of the 
boundary problem. In the event of approval of Recommendation 1, inter-company 


payments would become unnecessary. However, if Recommendation 1 is not 
agreed to: 


211. 
RECOMMENDATION #7 « 


THE COMMITTEE RECOMMENDS THAT et and AGT reinstitute negotia- 
tions, as soon as possible, leading to an equitable and if possible simpler 
formula for inter-company settlement of charges emanating from E.A.S. 
services. The proposed Edmonton Telecommunications Corporation if and 
when formed would replace et in these negotiations. 


MARKETING 


212. As discussed earlier, marketing problems as between et and AGT are 
only remotely related to the boundary problem. Instead they stem basically from 
the fact of two organizations marketing service in the same broad area, and in 
many cases dealing with the same major business users of telecommunications. 
After considerable discussion with the Committee and each other, the parties are 
now in the process of determining a modus operandi. 


213. 
RECOMMENDATION #8 * 


THE COMMITTEE THEREFORE RECOMMENDS that— 


(a) the parties proceed with their proposal to form a Joint Marketing 
Committee to sort out inter-company marketing problems. 


(b) until such time as the toll revenue proration (Recommendation 4) 
is agreed upon, the Marketing Committee to assign responsibility for 
specific services between companies. With toll revenue proration set- 
tled these assignments will be reviewed and resettled. 


(c) in the interests of good and convenient service to the subscriber, a 
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customer's man or consultant be assigned to each specific major 
customer as the first contact to cover service supplied by both com- 
panies. Having determined requirements he would then call in the 
company representative needed for the specific service. 


(d) the Joint Marketing Committee to institute studies as required to 
attain the objective of uniform rates for all services as between 
Edmonton and Calgary. This action should be taken as soon as possible. 
If et is brought under regulation of a Board, this presumably would 
be a requirement, but it is needed in any case. 


214. The proposed Edmonton Telecommunication Corporation, if and when 
established, would replace et in these arrangements. 


DIRECTORY AND INFORMATION SERVICES 


215. Basically the single directory and the centralization of directory assistance 
for Edmonton and its environs is working well. As noted earlier there are a 
number of financial matters requiring review, but it should be possible to 
settle these readily by direct inter-company negotiations. 


216. 
RECOMMENDATION #9 


THE COMMITTEE THEREFORE RECOMMENDS continuation of the present 
practice of one directory for Edmonton and surrounding towns, plus 
centralized directory assistance services. *Financial settlement between 
et (or the Joint Corporation under Recommendation 2) and AGT should be 
reviewed annually be an inter-company committee. 


INTER-COMPANY RENTALS 


217. As indicated earlier, et in particular, but also AGT, charges the other 
party full tariff rates for virtually all inter-company rental of facilities. The 
usual pattern between telephone companies is to base such rentals on calculated 
annual charges including an allowance for cost of money and a nominal rate of 
return. This recognizes as a corollary that inter-company revenues are incorporat- 
ed in revenue proration. 


218. 

RECOMMENDATION #10 * 
THE COMMITTEE RECOMMENDS that et (or the Joint Corporation under 
Recommendation 2) and AGT jointly establish annual charge rates for the 
various items of plant rented each from other, and that these annual 
charge rates be used as the basis for rental of all such inter-company 
facilities. 

REGULATION 


219. In the view of the Committee, regulation of telephone companies by an 
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appropriate independent government-appointed body is in the interest of both the 
company and the general public. In the present instance et (or the Joint 
Corporation under Recommendation 2) and AGT on the one hand and the 
people of Edmonton and all Alberta on the other would benefit. 


220. Furthermore, the Committee is recommending the handling of joint planning, 
contractual and financial matters between AGT and et (the Joint Corporation 
under Recommendation 2) by a number of inter-company committees. ‘These 
cover Planning (Recommendation 4), Extended Area Service charges (Recommen- 
dation 7), Marketing (Recommendation 8), Directory financial matters (Recom- 
mendation 9), Annual charge rates for rental purposes (Recommendation 10). 
Since all these matters can be controversial, it is important that an authori- 
tative body be established to finalize decisions. 


221, 
RECOMMENDATION #11 * 


THE COMMITTEE THEREFORE RECOMMENDS that an appropriate board, 
suggested name Edmonton Regional Telecommunications Board, be estab- 
lished by statute, and be accessible to et, AGT, and the general public. 
The Board would have regulatory authority over et (the Joint Corporation 
under Recommendation 2), with respect to rates, quality and availability 
of service, depreciation and accounting practices, and financial ‘reporting. 
It would also have power to arbitrate between et (the Joint Corporation 
under Recommendation 2) and AGT on points of disagreement and to fina- 
lize decisions as to Joint Planning, Marketing, Extended Area Service, 
and all other inter-company contractual, financial or service matters 
affecting et (or the Joint Corporation under Recommendation 2) and AGT. 


*In the event Recommendation 1 is adopted, these recommendations will not 
apply. If, however, Recommendation 2 is adopted, or any variant thereof 
involving continuation of two telecommunications agencies in Alberta, these 
recommendations would be fully applicable. 
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SECTION VI 


Appendix A - Terms of Reference 


Appendix B - List of AGT and et 
Submissions 


Appendix C - Map Showing 1963 
Boundary Agreement 


Appendix D - List of Letters from 
General Public 


Appendix E - List of AGT-et Agreements 
Appendix F - Glossary of Terms 
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DATED this day of A.D. 1971 


APPENDIX A 
ALBERTA GOVERNMENT TELEPHONES 
-and- 
THE CITY OF EDMONTON 
AGREEMENT 


Legal Department, 
City Hall, 
Edmonton, Alberta 


THIS Mediation Agreement effective July 28th 1971 
BETWEEN: 


ALBERTA GOVERNMENT TELEPHONES (AGT) 
-and- 
THE CITY OF EDMONTON (the City) 


WHEREAS it is expedient and in the public interest that telephone services 
throughout the Province are, as far as practicable, adequate and uninterrupted 
and are supplied economically, having regard to present and future requirements 
of the Province and the City of Edmonton; and 


WHEREAS the City of Edmonton supplies telephone services through a 
department of the City, hereinafter sometimes called “et”, and the Alberta 
Government supplies telephone services through a crown corporation herein- 


after sometimes called “AGT”, and 


WHEREAS it is desirous to review the boundaries designating areas of 
service, the settlement of impasses in contractual matters and the overall 
financial relationships, all as concerns et and AGT. 


Therefore the Mayor and Council of the City of Edmonton and the Alberta 
Government Telephone Commission hereby request mediation proceedings to 
find solutions acceptable to both parties to the problems as hereinafter set 
forth: 


1. A Mediation Committee is hereby established for the purposes hereinafter set 
forth. 


2. The Mediation Committee shall consist of three members as follows: 


Chairman - Alex Lester of Montreal, Quebec. 
Member - James W. Dodds of Edmonton, Alberta. 
Member - Stanley Hampton of Edmonton, Alberta. 


3. The Mediation Committee shall meet from time to time at the call of the 
Chairman to consider and make recommendations to reconcile differences 
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“ye WIST P tion 


with respect to the following: 


(a) The criteria and the manner of determining between “et” and AGT 
settlements of; 


i boundaries designating areas of service 
ii impasses in contractual matters and 


iii all financial matters incidental to the operations of the two systems. 


4. The Mediation Committee shall by their invitation hear and consider repre- 
sentations with respect to relevant matters by or on behalf of parties directly 
affected and shall report its findings and mediation recommendations to the 
Minister of Telephones and to the Mayor of the City of Edmonton on or before 
the 1st of December 1971. 


5. The Committee may require any person appearing before it to give his 
evidence under oath, orally or in writing or in solemn affirmation if he is 
entitled to affirm in civil matters, and the Chairman or any member of the 
Committee may administer an oath or affirmation to a person intending to give 
evidence before it. 


6. The Committee be and is hereby authorized to hire persons as necessary 
additional help and may incur other expenses in connection with the work of 
the Committee, as may be required. 


7. AGT and “et” shall each pay their own expenses associated with the media- 
tion, and that is to say they shall pay the member appointed by them and 
all expenses with respect to all submissions presented by them and they shall 
each pay one half of the expenses of the Chairman and of all expenses 
incurred which are authorized by the Chairman. 


DATED at the City of Edmonton 


This 3rd day of September 1971. 
AGREED: 


ALBERTA GOVERNMENT T 


MINISTER OF TELEPHONES 


THE CITY OF EDMONTON 
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APPENDIX B 


A - Alberta Government Telephones Exhibit 


E - edmonton telephones Exhibit 


TELEPHONE MEDIATION 


Date Volume _ Exhibit Description 
Aug. 23/71 Historical Background - AGT 
Sept. 9/71 1A Comparison of Basic Exchange 


Rates - AGT Calgary and edmonton 
telephones - Edmonton 


Aug. 23/71 1 2A Joint Planning 
2E Joint Planning Committee 

Aug. 23/71 Z 3A Directory & Information Service 
3E Directory & Information Programs 


(additional paper from et) 


Aug. 24/71 3 4E Presentation on City Planning 
and Growth 
Aug. 24/71 4 5A Boundaries 
5E Disputed Boundary Areas 
Aug. 24/71 5 6A Extended Area Service 
6E E.A.S. Agreement 
Aug. 25/71 6 7A Quality of Service 
7E(1) Service Indices-edmonton telephones 
7E(2) Quality of Transmission 
7E(3) Modernization 
Aug. 25/71 7 8E Financial Planning 
Aug. 25/71 8 9E Validation of Telephone Plant 
Aug. 25/71 10E Profit Picture 
Aug. 25/71 9 11A Legislation 
. Oral presentation by et 
Aug. 26/71 10 12A Responsibilities for Provincial 
Telecommunications 
Aug. 26/71 11 13E Edmonton Utilities Services 
Aug. 26/71 12 14A Marketing Problems 
14E Marketing & Marketing Programs 
Oct. 13/71 13. Appendix 12A — Answers to Questions regarding 


Responsibilities for Provincial 
Telecommunications 
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Date Volume Exhibit Description 


Oct. 14/71 14 15A Existing Arrangements 
Oct. 14/71 15 16A Settlements 
16E Toll Revenue Position 
ere 25/71 16 17A Customers Records and Billing 
Oe 25/71 17 18E Answers to Questions on et-AGT 
Intercompany Payments 
Orr 25/7 1 : 19A Answers to Questions on AGT 
Exhibits 15A and 16A 
Oer25/71 18 20E Answers to Questions on Exhibit 
9E - Validation of Telephone 
Plant 
Oerme27 (74) iy 21A Answers to Status of Reports 
PAE on Joint Planning - Exhibits 
5A and 5E 
Octy27/71 20 22A Status Report on Marketing 
22E 
Oct. 28771 21 23E Answers to Questions on et 
Depreciation Rate 
Oct. 28/71 2D 24A Rate of Return Calculations - AGT 
24E Rate of Return Calculations - et 
Oct.25/74 25A Legal Position on Legislation 
26 Transcript of Hearings Volumes 
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LETTERS FROM GENERAL PUBLIC TO 
TELEPHONE MEDIATION COMMITTEE 


Date 


October 26, 1971 
October 28, 1971 
November 2, 1971 
September 30, 1971 


October 13, 1971 


September 3, 1971 


Gute: 14, 1971 
October 26, 1971 
November 9, 1971 
October 5, 1971 
October 5, 1971 
November 3, 1971 


October 5, 1971 


Letters From 


Mr. Matt Angebrandt 
Mira vWVeP. Zur 


Mr. Cecil Keeping 
General Chairman 
the calgary jaycees 


Mr. M. M. Williams 
Executive Vice-President 
Calgary Power Ltd. 


Mr. M. M. Williams 
Executive Vice-President 
Calgary Power Ltd. 


Mr. E. K. Cumming 
President 
Edmonton Chamber of Commerce 


Mr. W. R. Dickinson 
City Clerk 
The City of Edmonton 


Mr. W. R. Dickinson 
City Clerk 
The City of Edmonton 


Mrs. Una M. Evans 
Deputy Mayor 
The City of Edmonton 


Mr. R. Horsfield 
Division Manager 
Imperial Oil Limited 


Mr. J. Gerla 
City Clerk 
The City of Lethbridge 


Mr. J. A. Hammond 
City Solicitor 
The City of Lethbridge 


Mr. R. Stollings 
City Clerk 
The City of Red Deer 


APPENDIX D 


City 

Calgary, Alberta 
Calgary, Alberta 
Calgary, Alberta 
Calgary, Alberta 


Calgary, Alberta 


Edmonton, Alberta 


Edmonton, Alberta 


Edmonton, Alberta 


Edmonton, Alberta 


Edmonton, Alberta 


Lethbridge, Alberta 


Lethbridge, Alberta 


Red Deer, Alberta 
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-Date 


November 2, 1971 


October 27, 1971 


September 29, 1971 


Letters From 


Mr. D. B. O’Connell 
Secretary-Treasurer 
Town of St. Albert 


Mr. N. C. Phemister 

Assistant Chairman & Secretary 
Trans-Canada Telephone System 
Mr. W. D. Lea 

President 

Unifarm 


City 


St. Albert, Alberta 


Ottawa, Ontario 


Edmonton, Alberta 


n ina 5 . 4 a a 
s+ pee: : ‘ eas: a 
nda sie to nmol ri ee 7 


yerimant 3 na 7 or 
Yieterse: B neentiedD vinden - a. 
maiey2 anodqeleT sbhensD-eneiT ‘ ey 
53.0 W at . 
inebieer4 


etiin© swantO 


gnadciA .nolnomba 


EXISTING AGREEMENTS 


BETWEEN 


ALBERTA GOVERNMENT TELEPHONES 


OON DUT pWDhHDL 


— 
Roo 


AND 


EDMONTON TELEPHONES 


. Extended Area Service 

. Toll Switching 

. A.N.I. Maintenance (SxS) 

. A.N.I. Common Control 

. Directory Assistance and Repair 
. Directory Integration 

. Service Agreement 

. Coin Box Commissions 

. Coin Box - Jasper Place 

. Disconnects and Reconnects 

. Pole Attachments - Jasper Place 
. Ducts - Sherwood Park 


APPENDIX E 


APPENDIX F 


GLOSSARY OF TERMS 


Automatic Number Identification (ANI)—automatic recording of the telephone 
number of a person originating a long distance call, without the assistance of a 
checking operator. 


Broadband—A transmission circuit with a wide frequency response capable of 
carrying a large amount of information simultaneously. 


Cable—A number of individually electrically insulated wires contained in a com- 
mon sheath. 


Call Directors—Elaborate telephones with selection buttons and auxilliary equip- 
ment through which a secretary can route calls to a number of lines. 


Carrier—Equipment which combines the information from a number of conversa- 
tions, or the equivalent, at one end of a circuit and separates them at the 
distant end, permitting a number of messages to be carried simultaneously over 
a single open-wire pair, cable pair, microwave system or coaxial cable pair. 
Synonymous with “multiplex”’. 


Central Office—A telephone company building and the equipment installed there- 
in, providing both local and long distance service. 


Circuit—A path over which messages can be sent by electrical currents linking 
two or more points. 


Coaxial Cabie—A cable in which one conductor of the pair is a solid core and 
the second is a concentric metallic tube enclosing the first, suitable for 
transmission of cable television, etc. 


Coin Boxes—The coin collection boxes associated with pay phones. 


Common Control Switching Equipment—Switching equipment where, once a 
connection has been completed most of the equipment becomes free to handle 
other calls, even while previously established calls are still in progress. Adapt- 
able to the new services being introduced. 


Community Dial Office (CDO)—A local dial telephone office that depends upon 
a telephone office in another exchange area for long distance service. An “end 


office.” 


Conduit—A system of underground pipes through which cables are routed and 
protected. 


Construction Program—All capital construction for a given fiscal period, includ- 
ing materials, engineering, labor and overhead. 


Crossbar—A type of common control switching equipment. 


Cross Subsidization—The process of providing financial assistance to less pro- 
fitable from more profitable services. 
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Data Transmission—The transmission of non-oral information, such as informa- 
tion from a computer in one location to a second computer in another location. 


DB—Decibel. A measure of the relationships between the power of a signal and a 
given standard power. 


Direct Distance Dialing (DDD)—Subscriber dialing of station-to-station long 
distance calls. 


Distribution Network—The cables and wires connecting individual subscribers to 
a telephone exchange office. 


Edmonton Metropolitan Area—The City of Edmonton proper, as now constituted, 
plus the peripheral and further out towns and municipal districts within con- 
venient commuting distance, and having strong community of interest with the 
core city and with each other. 


Electronic Switching Equipment—The latest type of common control equipment 
that performs switching functions electronically rather than mechanically. 
Characterized by its high speed, compactness and versatility. 


Exchange—A telephone office—complete with switching equipment, outside 
plant, and subscriber equipment—serving a local calling area, and providing 


connection to the long distance network. 


Extended Area Service (EAS)Toll-free calling between two or more exchanges, 
or between an exchange and a multi-exchange area. 


Flat Rate Calling Area—The area around an exchange in which telephone 
service is provided for a monthly charge, usually synonymous with local service. 


Intercept—The process of intercepting calls for supervisory purposes, either 
through operators or recordings. 


Key Telephones—Telephones equipped with selection buttons and _ auxiliary 
equipment to provide access to more than one line. 


Kilofoot—1,000 feet. 


Local Service—Flat rated telephone service within a single exchange or a 
multi-exchange area. 


Multi-Exchange Area—A large metropolitan area consisting of two or more 
interconnected telephone exchanges. 


Mutual Telephone Companies—Rural telephone systems, owned and operated by 
the farmers, connecting into AGT exchanges. 


Natural Monopoly—A situation where efficiency, economy of operation, and Cus- 
tomer convenience dictate that there be only one supplier in any given locality. 


Net Plant—Book plant investment less depreciation reserve, 
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Network—All of the facilities involved in the interconnection of communica- 
tions Customers. 


Outside Plant—Cable and wire distribution systems, including supporting and 
protecting structures, connecting the subscribers’ equipment to the central 
offices, and connecting the central offices to each other. 


Plant—Physical assets, including land, buildings, equipment, test facilities, 
vehicles, etc. 


Public Utilities Board—A board established by the Government of Alberta to 
regulate the utility companies with regard to standards of service, rates of 
return, and fair charges to the customers. 


Rate of Return—The ratio of the net operating revenue to the net plant 
investment. 


Special Services—Special communications facilities not connected to the public 
switched network. 


Step-by-Step Switching Equipment—A mechanical type of switching equipment 
in general use. 


Switching Centre—A point in the network where either local or long distance 
calls are routed, through appropriate switching equipment, to a specific destina- 


tion. Synonymous with exchange or office. 


Switching Equipment—The apparatus which connects a calling party with the 
party being called. 


Telephony—The science of telecommunications. 

Terminating Equipment—In the case of inter-office trunks, the exchange equip- 
ment; in the case of customer lines, the subscriber equipment, such as a telephone 
set, in which the traffic terminates. 

Toll—Long distance. 


Toll Lines—Transmission paths providing long distance service. 


Traffic—The voice, television, and data messages transmitted over the communi- 
cations network. 


Trunk—A facility used for interconnecting switching points in the network, 
usually qualified by means of a descriptive term, such as: 


Intertoll Trunk—a facility interconnecting toll switching machines. 
Interoffice Trunk—a facility connecting local switching machines. 


Two-Way Operator Office Trunk—a facility connecting a community 
dial office to a toll switching point. 


Intercept Trunk—-a facility connecting unused numbers to an_ intercept 
operator. 


TWX—Dial-and-type teletypewriter facilities. 
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Telephone Mediation Report 


Fage 5. Par. 


Page 14. Par. 


Page 40. Par. 


December, 1971 
ERRATA 


31 “of the boundary" should read 
"on the boundary. 


77 Line 3 - "rates" ommitted after 
"Basic Exchange" 


216 Recommendation 219 - "annually be" 
should read "annually by" 


Appendix B - Transcript of Hearings Volumes 1 on 22 


should read Volumes 1 to 22. 


